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The famous M-1 report which Na- 
al Assn. of Insurance Commission- 
intended to put in the deep freeze 
six months, probably will not even 
cool if discussion at the NAIC 
ting in New Orleans is any criteri- 
Supposedly, the issue was off the 
da on the first day of the mid- 
mter meeting when the subcommit- 
on statistical, rating and filing 
blems of multiple line contracts 
ted to defer action until the June 
ting. But at the meeting of the 
nt rates and rating organizations 
ittee two days later the inde- 
dents charged they were being put 
the position of having to go “hat- 
-hand” to the bureaus, and for two 
s there was a verbal artillery 
age the likes of which haven’t 
heard since the days 12 years 
when the all-industry rating bills 
in preparation. 

The bureau representatives charged 
independents with manufacturing 
issue and laying a smoke screen 
re a plan to file multiple line 
cies that is entirely in the public 
st. The independents say the 
that NAIC is to take no action 
ile the bureaus are to go ahead 
ith their filing program leaves them 


out in the cold. They said the bureaus 
should wait too. 

The protagonists, mainly, are Vestal 
Lemmon of National Assn. of Inde- 
pendent Insurers and J. Ray Berry of 
the National Board. Both have strong 
support. Charging in and out of the 
battle was John R. Barry of Corroon 
& Reynolds. 7 


Contest Exceeds Expectations 


It was not generally anticipated 
that so much would be said at the 
committee meeting, at least it was not 
thought it would take more than two 
hours before both sides felt they had 
said enough. The gyrations at this 
session brought out a record crowd 
for the second plenary session when 
the rates and rating organizations 
committee made its final report. How- 
ever, the report produced no com- 
ment. The situation was treated brief- 
ly by the committee, which acknowl- 
edged the profound importance of the 
matter and stated that the commis- 
sioners would try to resolve the issue 
at the earliest possible moment. 

A blow by blow account of the pro- 
ceedings follows. 

Vorys of Ohio, chairman of the M-1 
subcommittee, led off by relating that 


in executive session he moved that 
the report be adopted, but this mo- 
tion failed for lack of a second from 
the three man group composed of 
himself, Wikler of New York, and Mc- 
Connell of California. Mr Wikler asked 
for further study, Mr. Vorys said, with 
a view toward definitive action at the 
June meeting in Boston. It was ex- 
plained by Mr. Wikler that New York 
is in accord with the ideas expressed 
in the M-1 report and has taken ad- 
ministrative action in the North Amer- 
ica case, but because the North Amer- 
ica case has been appealed to the 
courts, he would like to wait for a 
judicial determination. Therefore, Mr. 
Vorys said, the subcommittee voted to 
defer action in line with Mr. Wikler’s 
suggestion. 

Leggett of Missouri, presiding as 
chairman of the rates and rating or- 
ganizations committee, called for a 
vote to receive Mr. Vorys’ report, and 
that was taken affirmatively. He then 
said he understood there were some 
who would like to be heard on the 
subject, and the cannonading began. 

Vestal Lemmon, manager of Nation- 
al Assn. of Independent Insurers, 
said he was not requesting reconsid- 

(CONTINUED ON PAGE 42) 





ch Northington 
ced to Resign As 
enn. Commissioner 


Commissioner Arch E. Northington 
Tennessee has been forced to re- 
sign his position 
in a political dis- 
pute over automo- 
bile rates. He is 
president of Na- 
tional Assn. of In- 
surance Commis- 
sioners. 

Mr. Northington 
had recently 
granted a rate in- 
crease for auto 
insurers after 
about 18 months 
of political back- 
ge maneuvering. He had to with- 
lw the approval under political pres- 

only a few days ago, and call for 
public hearing Dec. 22. It is under- 
bod Gov. Clements, who is leaving 
lice Jan. 19, did not want an insur- 
e rate increase in his administra- 








Arch Northington 





Picture on page 13. 





mn, and there was an impasse. Mr. 
hington had to get out. 

There was no hearing Dec. 22, but 
has been set for Jan.’ 5. 

Included in the rate revisions, as 

led by National Bureau of Casualty 

Mderwriters, was a reduction in the 

duction cost allowance from 25 to 
. This is believed to have created 


Many Progress Reports Are 
Submitted At NAIC Meeting 


Although National Assn. of Insur- 
ance Commissioners took little action 
at its midwinter meeting at New Or- 
leans last week, quite a number of 
progress reports were submitted. 

As an association, NAIC granted 
the request of Harrison of Texas that 
the three members of the Texas board 
of commissioners, in addition to him- 
self as insurance commissioner, be 
granted membership in NAIC. How- 
ever, the Texas representatives will 
have just one vote. 

The schedule of meetings calls for 
the next meeting, June, 1959, to be at 
Boston; the December, 1959, meeting 
in Florida; the June, 1960, meeting 
in San Francisco; the December, 1960, 
meeting at New York City; the June, 
1961, meeting at Philadelphia; the 
December, 1961, meeting is open, and 
the June, 1962, meeting will be at 
Montreal. 

As the convention closed, the vice- 
president, Hammel of Nevada, ex- 
pressed the regrets of the association 





agent opposition to the revised rates, 
although Mr. Northington is a former 
agent and for a while was “honorary 
vice-president” of the Tennessee 
agents. 

Only a week ago, Mr. Northington 
presided at the midwinter meeting of 
National Assn. of Insurance Commis- 
sioners at New Orleans. He “resigned” 
Sunday, the day before the hearing 
on the auto rates. 


of the loss of so many commissioners 
following the November election. He 


thanked the departing members for , 
the work they have done, and his 


remarks drew the loudest applause of 
the convention. 
Without doubt one of the most note- 


-1 Report To Remain A Hot Issue  &!- Agents Suit On 
ven Though Deferred By NAIC 


Auto Commissions 
To Be Filed Dec. 30 


| 38 Complainants Name 7 
Insurers As Anti-Trust 
Law Violators In S. F. Court 


On the heels of the statements of 
Bert W. Levit, the well-known San 
Francisco insurance attorney, that the 
California agents would lose the anti- 
trust suit they had been threatening, 
announcement was made that the suit 
will be filed Dec. 30 in federal district 
court at San Francisco. The complaint 
reportedly has 38 complainants with 
assignments from 136 others. Defend- 
ants to be named are Great American, 
Aetna Casualty, Fireman’s Fund, 
Royal Indemnity, Travelers, Pacific 
Indemnity and United Pacific; but the 
complaint notes that the list of defend- 
ants is subject to change. 

California League of Independent 
Insurance Producers, the organization 
formed to carry on the litigation, has 
instructed its attorney, Joseph Alioto, 
to file the action. 

Officers of the agents’ association 
said the decision was one of the most 
difficult the association has had to 
make and “it is with. sincere regret 
that the board of directors approved. 
to file plans for this action.” The 
agents are upset because some of the 
companies have reduced commissions 
on automobile business in California. 

The threat to sue the companies has 
been in the air for some time, but the 
agents have been hoping that the 
insurers would back down. 





worthy events of the NAIC meeting — 


(CONTINUED ON PAGE 4) 


Hunt Of Oklahoma 
Tells Off Bad Guys 


Commissioner Joe B. Hunt of Okla- 
homa has sent out a press release an- 
nouncing that he has learned the ident- 
ity of the private eye that has been in- 
vestigating him. He is an ex-FBI man 
and an attorney in a private detec- 
tive agency in Miami. 

Mr. Hunt says it has reached a point 
where he “hesitates to answer the tel- 
phone and when he walks into a room 
he wonders whether or not it is bugged 
and where the cameras and mikes 
are hidden, and that it is a serious 
matter when a public official is subject 
to an investigation as if he were a 
criminal although he has nothing to 
hide in his private or official life.” 

Mr. Hunt states that “if the party 
who hired this investigator intends to 
try to blackmail him in order to keep 
him from enforcing the insurance laws 
of this state, then that party is wasting 
his time and should keep his filthy 
money in his slimy hands close to his 
evil heart.” 





Ross P. Duncan of Alaska in 
the costume of his state, pictured at 
the NAIC meeting with Georg> H. 
Menefee of Baton Rouge, La., consult- 
ant to insurance companies and assist- 
ant to Commissioner Hayes in arrang- 
ing the New Orleans meeting. 





Reinsurance Review 
Begins On Page 24 
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Inland Marine Rate 
Changes Announced 


Inland Marine Insurance Bureau 
has revised rates for several forms to 
become effective as to policies or risks 
attaching on and after Jan. 1, and, in 
the case of open policies, on the first 
anniversary date after Dec. 31. Can- 
celation or rewriting of existing poli- 
cies attaching prior to Jan. 1, is per- 
mitted only at the request of insured 
and then only at short rate. In those 
cases involving a reduction in rate, 
premium on policies attaching on and 
after Nov. 1, may be recalculated at 
the reduced rate from Jan. 1 to the 
original expiration date of the .policy. 

Agricultural machinery rates in 
territory 1 are decreased from 80 to 
64 cents and in territory 2 from 80 to 
72 cents. In territory 3 they are 
increased from 64 to 70 cents and in 
territory 4 from 80 cents to $1. 

Livestock rates for territory 4 are 
increased from 76 to 85 cents and on 
reporting form from 6 to 7 cents. The 
bicycle floater minimum premium is 
increased from $5 to $7.50. The cam- 
era floater minimum is increased from 
$5 to $10 and on commercial camera 
risks only, excluding Texas, rates are 
increased for the first $5,000 from 
$1.30 to $1.50; next $10,000 from $1.10 
to $1.25 and on more than $15,000 
from 90 cents to $1. Camera dealers 
rates are increased by 15%. 


Reduce Equipment Dealers Rates 


Equipment dealers rates are reduced 
by 8%. Furriers block (schedules not 
in manual rates are increased by 25% 
and the experience rating plan with- 
drawn. Jewelers block (schedules not 
in manual) ex-fire premium on re- 
tailers and pawnbrokers risks is in- 
creased to rates applicable prior to 
Jan. 1, 1958. This change eliminates 
the 15% decrease which went into 
effect at that time. Musical instrument 
dealers rates are reduced by 25%. 

Neon sign rates in Alabama, Georgia, 
Louisiana, Mississippi, North Carolina, 
South Carolina, and Virginia are in- 
creased from 6 to 7%% for full 
coverage, and from 34% to 4% for 
deductible coverage. In Texas neon 
sign rates for full coverage are in- 
creased from 742% to 84%. 

Over $5 Million This Year 


Silverware floater rates are reduced 
on the first $2,500 of coverage from 
40 to 30 cents, and on amounts in 
excess of $2,500 from 30 to 25 cents. 
Wedding presents floater rates are 
reduced on first $5,000 from $1.30 to 
$1; on next $5,000, from 95 to 70 
cents; on next $10,000 from 55 to 40 
cents, and on excess of $20,000 from 
35 to 25 cents. 

The new filings are applicable in 
all jurisdictions in which the bureau 
is licensed except Alabama, Arkansas, 
Florida, Georgia, Hawaii, Kansas, 
Kentucky, Louisiana, Maryland, Mis- 
sissippi, New Jersey, New Mexico, 
New York, Ohio, Puerto Rico, Texas, 
Virginia, Wisconsin, and Wyoming. 


Mich. Mutual Liability 
Advances Roberts To V-P 


Michigan Mutual Liability has ad- 
vanced J. H. Roberts to assistant vice- 
president and manager of the inland 
marine underwriting department. 

He joined Michigan Mutual in 1957 
to head the newly organized inland 
marine underwriting department. He 
has had more than 30 years back- 
ground in inland marine lines. 








Nov. Fire Losses 
Show 5% Decrease 


Fire losses in the U. S. during No- 
vember amounted to $71,539,000, ac- 
cording to National Board, a decrease 
of 5% over losses for November, 1957. 

Losses for the first 11 months of 1958 
totaled $955,743,000, an increase of 
2.6% over the similar period in 1957. 
For the first 11 months of 1958 and the 
two preceding years, losses were: 


Month 1958 1957 oe 
$ 
Jan. 99,918,000 115,272,000 96,972,000 
Feb. 103,853,000 95,569,000 84,041,000 
March 102,722,000 104,565,000 89,315,000 
April 99,061,000 85,994,000 84,624,000 
May 85,633,000 79,045,000 87,681,000 
June 90,043,000 69,710,000 74,770,000 
July 80,782,00 77,814,000 68,752,000 
Aug 75,481,000 78,364,000 74,930,000 
Sept 73,303,000 72,264,000 70,118,000 
Oct. t 77,753,000 81,121,000 
Nov. 71,539,000 75,321,000 80,481,000 
Total 955,743,000 931,671,000 892,805,009 


United F.&C., Central 
States Mutual Merge 


Scott McIntyre, president United 
Fire & Casualty of Cedar Rapids and 
E. A. Hayes, president Central States 
Mutual Insurance Assn. of Mount 
Pleasant, Ia., jointly announced the 
two companies will be merged effec- 
tive Jan. 1. 

The merged companies will be oper- 
ated under the United Fire & Casualty 
charter. Mr. McIntyre will continue 
as president and Mr. Hayes will be- 
come a director and vice-president. 

Russell F. Lundy of Des Moines, 
chairman of Central States, will be- 
come a director of United F&C. 

The combined companies, which will 
have capital and surplus in excess of 
$1,500,000, wrote over $5 million in 
premiums this year. United Fire & 
Casualty is licensed in Iowa to write 
all lines except life and is now quali- 
fied in 18 states. An expansion pro- 
gram is planned for 1959. 


All personnel of Central States 
Mutual is being retained and the 
office at Mount Pleasant will be 


operated as a branch office. 


Actuaries Hired By 
Virginia Agents 


Virginia Assn. of Insurance Agents 
directors, at their December meeting, 
hired George Gill, Richmond news- 
paperman, as public relations counsel. 
The directors also allocated up to 
$1,000 to employ the actuarial firm of 
Bowles, Andrews & Towne to develovo 
facts relating to the recent reduction 
in the automobile production cost 
allowance by the state corporation 
commission. 

Upon recommendation of the educa- 
tion committee, $500 was allocated for 
a scholarship award for the winner of 
an essay contest on the subject “Insur- 
ance as a Profession.” The sum of $1,200 
was set aside for litigation costs in 
connection with the two production 
cost allowance cases pending before the 
supreme court of appeals and other 
anticipated actions. 

The boar? heard several proposa's 
for group A&S and major medical 
expense coverages to be written on 
members on an association basis. The 
proposals are being referred to a spe- 
cial insurance committee. At the an- 
nual meeting of the association a spe- 
cial surplus lines committee was cre- 
ated to decide on the practicability of 
recommending a legislative measure to 
directors which would permit the 
placing of certain excess lines in non- 


Tex. Court Holds EC 
Covers Sonic Boom 


Texas court of civil appeals, in Al- 
exander vs Firemen’s, 9CCH (Fire & 
Casualty) 787, held damage to a build- 
ing from the sonic boom set up by a 
jet aircraft passing the sound barrier 
covered under the aircraft damage 
section of extended coverage. Unlike 
the form used in most states, the ex- 
tended coverage portion of the Texas 
fire policy does not restrict aircraft 
and vehicle damage to that caused by 
actual physical contact with the air- 
craft or vehicle. 

Judge McDonald’s opinion bypassed 
the question of whether this amounted 
to explosion. The insured had claimed 
coverage on both counts. The opinion 
says the insured offered no proof that 
a sonic boom is an explosion, but adds 
that it may be and that this question 
may be considered by a court some 
time. 

This case may not be important gen- 
erally, because the extended coverage 
endorsement in most states both re- 
stricts aircraft cover to actual physical 
contact and provides that a concussion, 
such as sonic shock waves, is not an 
explosion. Under the new homeowners 
program, these restrictions are in form 
1, but not in form 2 and there is no 
exclusion in form 5, the all risks form, 
which would apply to a loss of this 
type. 


Government Health 
Coverage For Aged Is 
Being Studied By HEW 


WASHINGTON—Staff members of 
the Health, Education and Welfare de- 
partment, under orders from the House 
ways and means committee, are work- 
ing on a survey to determine what 
may be done to meet health problems 
of the aged through government health 
coverage. The department is expected 
to report back to the committee by 
Feb. 1. 

Health coverage and/or coverage 
under the disability program of the 
social security system are among the 
possibilities being investigated. A 
hospitalization program as proposed in 
the Forand bill, which will probably 
be introduced in the new congress, is 
also being studied. 

HEW is not expected to recommend 
any particular plan. However, it is 
expected to submit to congress estim- 
ates of the costs of various suggested 
plans, including hospitalization under 
the social security program, under 
Blue Cross, though contracts with pri- 
vate insurers and through grants to 
the states. 


Zurich Appoints Fellows 


To Underwriting Post 

Zurich has appointed George D. 
Fellows assistant superintendent of 
fire and inland marine underwriting 
at the head office in Chicago. 

He is joining Zurich after 22 years 
in the insurance business. He started 
as an underwriter in 1936 with New 
York Underwriters. Mr. Fellows has 
also been with General Cover Under- 
writers Association and American 
where he became superintendent of the 
production department. 





admitted insurer. The committee is 
composed of G. Wilmer Mac Key, Rich- 
mond, chairman; Arch Sproul, Staun- 
ton, and Robert D. Saul, Roanoke. 





Vecempber ZO. I 





Zurich Going Into 
Group Credit Field 


Zurich is entering the group 
life and A&S field. A new divi 
to handle this business within 
group department has been cre 
Plans call for writing credit life, 
A&S and mortgage A&sS. 

William B. Collins has been 
pointed assistant superintendent 
sales in charge of the new opera’ 
and A. L. Westphal has been prom 
to assistant superintendent of sales; 
charge of the general group operati 

Mr. Collins began in insurance ; 
1953 with Continental Casualty as 
field representative. In 1955 he 
came sales manager of the special rj 
division, and, in 1956, supervisor 
credit insurance sales. 

Mr. Westphal joined Zurich in } 
as sales and service representative j 
the New York office, going to B 
later that year. In 1955 he went 4 
Philadelphia and in 1957 was promote 
to district group manager there. 


Elect Dubach To Head 
Kansas City Agents 


Ken Dubach has been elected presi 
dent of Kansas City Assn. of Insuran 
Agents succeeding 
Morris S. Fogel. 
Other officers 
elected are Morton 
M. Jones, vice- 
president and E. 
M. Nichols, treas- 















































urer. John M. 
Nuckols was re- 
appointed _ secre- 





tary-manager. 

J. Renau Garr, 
Albert E. Haas and 
E. U. Winegarden 
were elected to 
the executive com- 
mittee. 










Ken Dubach 








South America Group 
In U.S. Excess Field 


Sud y Sul America group has en- 
tered the excess and surplus oad 






and reinsurance markets in No 

America and will operate as South 
America group. South America Man- 
agers Inc., with head offices in New 
York and branches in London, Paris, 
Madrid, Havana, Lima, Rio de ‘i 








eiro, Buenos Aires and Sao Paulo, will 
act as managers for North America 

The group will offer its services ex- 
clusively for preferred excess and 
surplus insurance and non-admitted 
reinsurance and will provide additional] 7 
facilities in the limited existing market] | 
London-trained underwriters are ass0- 
ciated with the group in the U:S. and in 
other branches. 

More than 50,000 employes and 
agents are part of the group, which has 
operated for more than 50 years. When 
New York Life retired from Argentina, 
Brazil and Chile, it released its port- 
folio to member companies of the group, 































Joins United Pacific Bond Office 

Gerry L. White, manager of the 
Seattle bond department of Pacific 
Indemnity, has joined the home office 
bond department of United Pacific. 
Mr. White has been with Indemnity 
of North America for 18 years and 
had previously been with United 
Pacific from 1947 until 1949 when he 
joined Pacific Indemnity. 

















at Chicago, Ill., under Act of March 31, 1879. 
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was the gathering of Passe Club In- 
ternational, the organization of -€x- 
commissioners. Not a part of the for- 
mal program, this luncheon, attended 


by about 75 members and guests, of- 


fered a conviviality, humor and spirit 
that was markedly lacking at the 
convention sessions. 

M. J. Harrison of Little Rock, the 
president, in his usual quietly humor- 
ous vein, observed that the Passe Club 
was buried a year ago at New York 
and he and the secretary received de- 
parture gifts. However, it is mysteri- 
ously back in business with the same 
officers. 

Howard Brace of Occidental Life, 
permanent secretary, read the roster 
of the already initiated class of i958— 
Neely of West Virginia, Holz of New 
York, Gibbs of Texas, and Buckwell of 
Utah. In the past the Passe Club has 
been disappointed by its meager annual 
membership gains, he said, but this 
year the deluge struck, and there is a 
record harvest. The new commis- 
stoners, when they take office, can be 
assured that their names will go on 
the club’s waiting list, Mr. Brace de- 
clared, advising, “Don’t call us, we'll 
call you.” 


Lloyd Is Main Speaker 


The main speaker was John Lloyd, 
a member, president of Union Central 
Life, who recalled that he took office 
in Ohio in 1929, and of those old days 
only four men are left in NAIC—Jor- 
dan of District of Columbia, Holmes of 
Montana, Apodaca of New Mexico and 
Sullivan of Washington. Close runners- 
up are Larson of Florida and Knowl- 
ton of New Hampshire. 

The.movement in and out of office 
of commissioners, balanced by the 
steadying influence of the permanent 
staffs, is a source of strength to state 
regulation, Mr. Lloyd declared. This 
combination of the fluid and the fixed 
has kept NAIC healthy for 90 years. 

The threat to state supervision is 
old, warnings of it old, Mr. Lloyd ob- 
served. He said he believes that worse 
than this threat is the fear of federal 
intervention. State regulation cannot 
be maintained on a diet of fear, he 
added. A positive reaction, based on 
what is right and important, will pro- 
vide the commissioners with all the 
defense they need. 

Commissioner Northington of Ten- 
essee, NAIC president, was presented 
a gavel by a Passe member from a 
neighboring state, (Kentucky), Spauld- 
ing Southall of National Assn. of Inde- 


ieNATIONAL UNDERWRITER 


Submit Many Reports At NAIC Meeting 
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pendent Insurers. 

Roger Downey of the New York de- 
partment reported at the meeting of 
the subcommittee on installment sales 
and loans that the total refunds for all 
states concerned with the automobile 
collision misclassification as of Sept. 
30 totaled $9,656,899, an increase of 
$1,317,000 since the June meeting. 

The casualty and surety committee 
reviewed a report on the decisions in 
the states as to whether auto warranty 
contracts are insurance. In 16 states 
there are rulings that they are, in six 
that they are not, and in nine the sug- 
ject is still under consideration. Seven- 
teen states have taken no action so far. 

In two states where it was previously 
ruled that warranties are not insur- 
ance, it was reported that the question 
is being reconsidered. 

Representatives of the auto warranty 
industry offered explanations of the 
operations of their companies, and it 
was indicated that some form of regu- 
lation by the department of this activ- 
ity will not be opposed by the warranty 
companies. 


Request Legislative Action 


The fire and marine committee ad- 
opted a motion that the insurers fre- 
commend in their legislatures passage 
of a proposed model law which would 
make it clear that the standard fire 
policy does not cover loss or damage 
caused by nuclear reaction, nuclear 
radiation or radio-active contamina- 
tion. The argument in favor of this 
was presented by Ambrose B. Kelly of 
the Factory Mutuals, and was seconded 
by all the principal industry represent- 
atives. 

The proposed law would make it 
clear that it is not the intention under 
the statutory fire policy to cover nu- 
clear damage, although companies 
could be authorized to assume such 
coverage specifically if they wished to 
write a separate policy or separate 
indorsement at a separate rate. 

The proposed model bill, Mr. Kelly 
explained, will not require any state to 
amend or reenact its present statutory 
fire policy law. The bill could be en- 
acted as a separate law. 

The subcommittee on automobile 
rate classification discussed the ques- 
tion raised by Mrs. Jean Rriggs of 
Wyoming as to whether the limited 
market in the automobile business is 
related to the classification system. 
Mrs. Riggs had previously raised this 
matter at the June meeting. 

The industry people said the class- 


ification system is working satisfactor- 
ily. Frank Hart of the Kentucky de- 
partment presented a survey of his 
state and James M. Cahill of the 
National Bureau presented a study on 
California experience. Both supported 
the industry’s point of view that rate 
relativities are calculated so that any 
one class of business can now be under- 
written by the companies with the 
same success that class 1 risks are 
presently being written. 

The subcommittee recommended 
that in view of the success of the class- 
ification system that there be no mar- 
ket restrictions based on class and that 
underwriters be reminded of the con- 
sequences of unnecessary and unrea- 
sonable fear of certain classes. 

The proposed model bills defining 
“doing an insurance business” and 
permitting service of process on un- 
authorized insurers in proceedings in- 
stituted by regulatory agencies turned 
into a last minute bit of excitement 
when they went on display at the 
meeting of the laws and legislation 
committee Tuesday afternoon. 

These were the bills discussed at 
the meeting Monday of the subcom- 
mittee to study and review state laws 
necessary and essential to state regu- 
lation. Copies were not available at 
that time, and during the subcom- 
mittee meeting the only protest came 
from Moses T. Hubbard of Interna- 
tional Federation of Commercial Trav- 
elers, who had vehement objection to 
the requirement that a company be li- 
censed in any state in which it is “do- 
ing business” as defined 


Had Found Achilles Heel 


It was explained that the need for 
the bills arose from the strong feel- 
ing expressed at a meeting of the 
NACI committee on preservation of 
state regulation in conjunction with 
the insurance committee of National 
Assn. of Attorneys General that FTC 
had found the Achilles heel of state 
supervision in the mail order business 
and the inability of a local commis- 
sioner to take action against a foreign 
company operating in this manner. 
Vorys of Ohio, head of the subcommit- 
tee, said the urgency of the matter 
was made more acute by the fact that 
most legislatures meet in January and 
will not meet again for two years, by 
which time it may be too Iate. 

After Mr. Vorys made his informal 
report at the committee meeting 
Tuesday, Gerber of Illinois, who is 
chairman, asked for comment. Six in- 
dustry representatives urged that the 
bills be given further study, one 
asked for immediate action, and final- 
ly Mr. Vorys commented that the bills 
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may be too broad, but he was torn be 
tween the urgency of the situation ang 
the fear of making a bad error: ‘The 
latter consideration, however, pre. 
vailed, and ke announced that during 
the executive session he would move 
that the bills be deferred for furthe 
study and brought up again at the 
June meeting. 

Wikler of New York, a member gf 
the committee, at this point said he 
was distrubed by the repeated com. 
ments of industry that all this was 
being done in a hurry without time 
for the industry to study the matter 
He asked accusingly if the industry 
could be uninformed as to the con. 
tents of the report on state regulation 
that was prepared by Henry Schan 
of the New York department. This 
question was greeted with a chorus 
of “no.” Only the commissioners have 
seen this, it was pointed out. Mr. 
Wikler seemed taken aback. 

Ambrose Kelly of the Factory Mu- 
tuals said he would appreciate a 
chance to see the Schanz report and 
get filled in on the background. 

Knowlton of New Hampshire ex- 
plained that only the commissioners 
have seen the Schanz report because 
it has not even been adopted by 
NAIC. It was first unveiled at the 
June meeting in Chicago, and Mr, 
Knowlton said that was his first look 
at it. It was accepted but not adopted, 
and before it is adopted he said he 
would like to see some revisions made, 

In the accident and sickness field 
activity was at a minimum. This was 
a relief to the A&S industry represen- 
tatives, one of whom remarked that 
the business has had its share of 
controversy and legislation and there 
should be a time interval in which 
this can be digested. 

Gerber of Illinois, presiding at the 
meeting of the credit life and credit 
A&sS legislation subcommittee, read the 
proposed changes in the model bill, 
which amount primarily to editorial 
revisions. 

Wikler of New York noted that the 
bill contains no standards on the score 
of benefits in relation to premiums, 
and Roger Downey of the New York 
department commented that the credit 
life supplement is incomplete and the 
instructions are inadequate. This is the 
the supplement filed in 31 states on 
May 31, and Mr. Downey said he 
would like to have it amended by 
referring the problem to the blanks 
committee with the suggestion that 
there be included information on direct 
writings and the increase in unearned 
premium reserve and the amount of 
earned premiums for all states. This 
suggestion was adopted. 
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HAVE 


MARKETS! 


WILL WRITE! 





Please forgive our boldness, but we 


WANT TO ATTRACT BUSINESS! 























BROKERS — We offer you exceedingly broad non-admitted markets, unusual placement 
ability and capacity. 


EXCESS & SURPLUS LINES BROKERS We can provide you with new respon- 


sible markets (Dollar Reserves in Trust in U.S.), plus a direct line to the London 


market if you are not so equipped already. 


AMERICAN INSURANCE COMPANIES We can provide you with FACULTA- 


TIVE Reinsurance in admitted and non-admitted markets; Treaty Reinsurance and 


Retrocession in responsible non-admitted markets. 


EUROPEAN, LATIN AMERICAN & OTHER NON-AMERICAN 
INSURORS We can provide you with American stock Reinsurance & Retro-. 


cession, Treaty & Facultative. All fields except accident*—local currencies; without 
compulsory dollar reciprocity business. (*Accident Reinsurance possibly available 


in near future.) 


MERICAN EXCESS COMPANY, INC. 


2039 WALNUT STREET e¢ PHILADELPHIA, PA. 
f LOcust 7-4854, Cable: LENSI, Phila. 














Brokers and Consultants for 
Reinsurance, Excess & Surplus Lines 
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More Glass Raises 
Rate On 1959 Cars 


National Automobile Underwriters 
Assn. has developed an additional 
rating procedure for comprehensive 
coverage on 1959 automobiles due to 
the extensive glass styling in 1959 
models. They will be charged an ad- 
ditional premium of $3 for full cov- 
erage comprehensive and $1 for $50 
deductible comprehensive. 

The additional charges were effec- 
tive Dec. 17 in Alaska, Arizona, Cal- 
ifornia, District of Columbia, Idaho, 
Illinois, Indiana, Kentucky, Maine, 
Mississippi, Missouri, Montana, Ne- 
braska, Nevada, New Hampshire, 
North Dakota, Ohio, Oklahoma, Ore- 
gon, Rhode Island, South Carolina, 
South Dakota, Utah, Vermont, Wash- 
ington, West Virginia and Wyoming. 
The rating procedure was developed 
for use countrywide and will be applic- 
able soon in other states. 

Nearly all 1959 cars have twinwrap 
windshields, curved at both ends, in 
addition to which the upper six to 
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eight inches is curved back to flow 
into the roof line, thereby consider- 
ably increasing the glass area. The 
average wraparound in latest prior 
models had 11 square feet of glass 
and was curved at both ends. The 
average twinwrap windshield, stand- 
ard on most 1959 modeis, will have 
16 square feet, curved at both ends, 
plus a curvature of glass extending 
into the roof. The twinwrap wind- 
shield extending into the roof is also 
xpocted to increase the use of tinted 
glass, which costs more to replace. 
More glass means more exposure to 
breakage and higher cost of replace- 
ment. 

In addition to the increased use of 
glass, construction and design of pri- 
vate passenger automobiles in recent 
years tend toward wider, longer and 


lower bodies. The styling trend, in 
addition to vast areas of glass, in- 
cludes dual headlights, many of 


which are a part of the grill as- 
sembly. Sculptured fenders and elab- 
orate tail lights becoming part of a 
decorative rear grill are important 
styling parts and affect repair costs. 


Firemen’s Honors 12 
Retiring Officials 


Firemen’s marked the retirement of 
12 officers, with an aggregate service 
of 525 years, at a dinner given by 
their fellow officials in Newark. All 
of the retirees had been 
in key positions with the company 
for more than 25 years. 

James K. Meldrum, vice-president, 
with the company 69 years, was the 
senior retiring officer in point of 
service. Among others honored at the 
dinner were Walter J. Schmidt, vice- 
president and comptroller, with Fire- 
men’s for 54 years; Charles W. Payne, 
vice-president and treasurer, with the 
company 48 years; H. C. Houghton, 
vice-president in charge of fire ac- 
counting, with the organization for 
almost 50 years, and Frank W. Franz- 
en, vice-president in charge of under- 
writing and production for the Middle 


Atlantic states, with 46 years of 
service. 

Arthur B. Cross, vice-president in 
charge of the company’s casualty 
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claim department, served 32 ye 
and Theodore J. Bedford, assista 
secretary, for 40 years. Thomas 
Smith Jr., one of the organizers 
Loyalty’s bonding department in 19 
was vice-president and manager 
the department for more than 
years. 

John F. Lansing, assistant secretar 
was in the field and later super 
ing underwriter in charge of ope 
tions in the southern states 
Canada. He was with Firemen’s neg 
ly 40 years. Dalton G. Baldwin, 
sistant secretary in the loss divisie 
supervising automobile physical da 
age losses, began in 1916. : 


Rearden Is Toastmaster 


William B. Rearden, president 
Loyalty companies, was toastr-a 
at the dinner. J. Victor Herd, chai 
man and president, and Nicho 
Dekker, executive vice-president 
America Fore also attended and spok 
Walter J. Christensen, executive vice 
president of Loyalty, presented each 6 
the retiring officers with a transisto 
radio. 

Also attending the dinner were Ru 
sell W. Riley, resident vice-preside 
and manager of the Trenton office 
with the company 45 years, and Ed 
mund J. Donegan, secretary and man 
ager at New York, with the compan 
for nearly 25 years. 


Revise Mo. Auto Rates 


National Bureau and National Autos 
mobile Underwriters Assn. have i 
sued revised auto rates for Missouri. 

National Bureau has increased pris 
vate passenger BI & PDL rates for al] 
insured, except in the St. Joseph area 
where rates for all classifications are 
reduced from $1 to $3. Elsewhere 
Missouri, increases for cars withov 
male operators under 25 range from $ 
to $23; for cars owned or principally 
operated by unmarried men under 3 
increases range from $12 to $49; fo 
cars owned or operated by married 
men under 25 and family cars with 
male operators under age 25, increases 
are from $8 to $31. 

Rates for commercial cars were 
duced an average of 2.7% statewide 
Broad coverage garage risks rates) 
were increased an average of 10.2%, 
Farmer discount remains at 30%. 

NAUA has increased rates for com- 
prehensive coverage for popular priced 
new private passenger autos in Kan 
sas City and St. Louis $2 to $5. Rate 
are slightly more for higher priced 
autos and for older and lower priced] 
models, less. In other areas of tha 
state, rates remain the same except for 
new 1959 models having extensive” 
glass styling, which are increased $3. 
Collision premiums for private pas- 
senger autos for $50 deductible are 
reduced in most of the state approx- 
imately 7%. The private passenger 
$100 deductible collision premiums are 
reduced approximately 11% statewide. 


Baker Joins Peorleas 


Peerless has appointed W. U. Baker 
as assistant to George R. Mullins, 
manager at Indianapolis. Mr. Baker 
will assist in handling the company’s 
multiple line operations in Indiana 
and Ohio. He was previously with 
Atlas as special agent in Indiana, and 
prior to that with Indiana Rating 
Bureau. 

Providence-Washington has elected 
H. Stanford McLeod, a partner of 
Brown, Lisle & Marshall, a director. 
He will fill the unexpired term of the 
late A. Livingston Kelley. 
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‘CAPRICORN. ‘a 


December 22 — January 20 


Ss 
“Avoid decisions which would isolate you from those 
‘who offer valuable aid in improving your business. Outlook 
is excellent if you ally yourself with the 
centrally-located company having the friendly 
Western point of view—The Kansas City Fire and 
Marine, a progressive company 
for progressive agents. 
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WE SOLICIT HARD TO PLACE RISKS 


We are specialists in unusual 
insurance problems 


Producers inquiries invited 


® Full coverage long-haul trucking risks 


® Domestic and foreign markets 


Guaranteed commission 


FRED MILLER COMPANY 
(established 1952) 
210 Westport Road - Kansas City 11, Mo. - Logan 1-7640 
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American Surety 
Boosts Tillotson 
And H. G. Helton 


American Surety has promoted R. H. 
Tillotson, formerly manager of the 


Harry G. Helton R. H. Tillotson 


Chicago office, to vice-president, and 
Harry G. Helton to replace Mr. Tillot- 
son at Chicago. 

Mr. Tillotson joined the company in 
1930 in New York and since 1951 
has been manager at Chicago. Mr. Hel- 
ton, who has been assistant manager at 
Chicago since 1949, joined American 
Surety in 1934 as a casualty under- 
writer. 


Marsh & McLennan 
In 22 V-P Promotions 


Marsh & McLennan has promoted 
James T. Leftwich III and Donald 
Rindell to vice-president at New York 
and 13 others to assistant vice-presi- 
dent. They are: Frank E. Toors Jr., 
Robert B. Mullaney, Robert T. Heald, 
C. G. Waldron, William J. Downey Jr., 
John M. Mras Jr., Austin H. Lederer, 
James B. Aiken Jr., Phillips Louns- 
bery, Peter E. Guernsey, David L. 
Moore, James M. Garnett, and Benja- 
min C. Branch. 

New vice-presidents at Chicago are 
C. Robert O’Boyle and George C. 
Carroll, and promoted to assistant 
vice-presidents are James G. Lifka, 
Dale W. Reckard and Fred R. Heger- 
horst. 

Richard H. Johnson has been elected 
resident vice-president at Minneapolis, 
and Leyton B. Hunter vice-president 
at Atlanta. 

Muscoe R. H. Garnett, vice-presi- 
dent at New York, has been named 
to the board. 


FTC Dismisses Ad Charges 


Against Reserve Life 


Federal Trade Commission has dis- 
missed for lack of jurisdiction charges 
that Reserve Life of Dallas in some of 
its advertising misrepresented benefits 
provided by its A&S policies. 

An FTC announcement said that 
the commission granted Reserve Life’s 
motion to dismiss based on jurisdic- 
tional grounds stated by the Supreme 
Court in its per curiam opinion ‘handed 
down last June 30 in the National 
Casualty and American Hospital & 
Life cases. 


Cleveland Surety Managers 


Elect Border President 

Paul R. Border, U.S.F.&G., has: been 
elected president of Cleveland Assn. of 
Casualty & Surety Managers. Others 
elected are J. B. Lyles, Travelers, and 


‘Lawrence F. Brock, Fidelity & Casual- 


ty, vice-presidents, and Mike B. Lash, 
U.S.F.&G., secretary-treasurer. 

Named to the executive committee 
are Leighton E. Fox, Hartford Acci- 
dent, and C. R. Tobin, Aetna Fire. 


_ the midwest department of Atlas y 


| be succeeded by William J. 
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Atlas Departmenis 
Closed; Reid Will 
Succeed Ludington 


In line with the affiliation of § 
Atlas Assurance and Royal Exchap 

































be consolidated with Sun Office 
Chicago. Frank L. Ludington, weste 
department manager, is being plap 
on the company’s retired rolls and yj 


manager of Sun. 

The Pacific coast department 
Atlas is being closed, and the busing 
will be supervised by Deans & Hon 
general agency of San Francisco. Rig 
ard Orlob, manager, and George 
Ficken, secretary of that departme 
are going on the retired rolls. 

M. James Closs, manager, and 
J. Barry and Franklyn Thurnall, seer 
taries of the eastern department, a 
A. George Schmidt, manager of th 
New York metropolitan departmer 
are also placed on the retired rol 


Hirschmann Joins 
Munro Group For 
Inland Marine Lines 


Joseph F. Hirschmann has join 
the staff of the Prudential-Skandi 
Hudson group ¢ 
reinsurers. He be 
gan with Applets 
& Cox and serve 
successively in th 
city inland mari 
department and 
field ' 
tive. 


ing, 
ent of agencies 
and then executiy 
assistant to the president. In 1949} 
joined National Surety as nationwi 
inland marine and burglary manage 

In addition to his managerial duties 
he has served on important ind 
committees. 

Prudential, Skandia and Hudson, the 
J. A. Munro group, is the oldest rein 
surance group in the U. S. and writes 
all types of reinsurance covers. Inlz 
marine long has been an important! 
part of the group’s operations, and Mr 
Hirschmann will further develop IM 
and allied lines of business. 


Sun Adds 3,800 Feet To 


Western Department Offic 


Sun Office will add 3,800 square f 
to its 16th floor offices in the Jackson- 
Franklin building, Chicago, as of Jan; 
1. The extra space is needed for in- 
creased activities resulting from th 
integration of Atlas and Royal Ex 
change. 

Sun has been located on the 16th 
floor at 309 West Jackson for 25 yea 
The additional space will give it a 
total of 10,500 square feet. 


Assn. of Casualty & Surety Com- 
panies has published a report entitled 
“Thorium—Its Compounds and Al-§ 
loys.” It deals with properties and 
production, health hazards and handl 
ing of this radioactive material and 
contains information not previo 
available in one publication. 





Joseph F. Hirschmann 






































Albert D. North is resigning 45 
manager at Seattle of William H. 
McGee & Co. to join his brother in 
the Ed North agency there. 
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‘udson, the 
“pe Yes, everything closer including added income and profits, Illinois R. B. Jones 
pte cuts distance down to size, gives every producer the advantage of 
a brs: being right next door to his basic source. Regardless of his requirements 
s. — large risk or small, simple or complex, primary or excess — he gets 
To immediate, personal service. Cutting red tape to a minimum gives each 
S 7 producer a competitive advantage, keeps him on the firing line. 
If you are active in the Lloyd’s market or just learning the importance 
phe. 4 of diversification in your business, get in touch with Illinois R. B. Jones today. 
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Cal. Brokers Exchange 
Elects Kahn President 


Lloyd M. Kahn, San Francisco, has 
been elected president of Insurance 
Brokers Exchange of California, suc- 
ceeding Ben Breit, San Francisco. Jack 
Adamson, Los Angeles, was elected 
vice-president, and Frank M. Hagan, 
San Francisco, secretary-treasurer. 

Elected to the board of goverrors 
were Russell S. Reagan, San Francisco, 
and Howard P. Stassforth Jr., Los 
Angeles. Reelected were Mario Basso, 


Ben E. Garfinkle, William H. Kennedy, 
Fred L. Mitchell, Ralph B. Rogers, 
Neville Woodruff, and Mr. Breit, all 
of San Francisco, and Merritt Moselle 
and Robert P. Roark, Los Angeles. 


Hartford Fire Promotes Ursin 

Hartford Fire has appointed Ray- 
mond A. Ursin an automobile under- 
writer 
at Dallas. He joined the company in 
1953, completed the training course, 
and was then assigned to the home 
office automobile department. 
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Texas Study Calls For 


Revamping Fire Rating 

AUSTIN—Drastic changes in fire- 
rating practices and procedures pecul- 
a iar to Texas and plans for reorganiza- 
tion of the state’s liquidation division 
highlighted the report of Texas Re- 
search League, a privately financed 
organization, released after nearly two 
years of study. 

The League recommended abandon- 
ment or modification of the fire record 
system of rate credits and penalties 


the southwest department 
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makers of world-famous Polaroid Land Camera 


Protection 





get greater security against 
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Controlled Companies of 


AMERICAN DISTRICT 
TELEGRAPH COMPANY 


A NATIONWIDE ORGANIZATION 
Executive Office 


a 
155 Sixth Avenue, New York 13, N. Y. 





Polaroid's Waltham, Mass. plant, selected by Factory as one of coun- 
try’s ‘‘Top Ten” for 1958. Photo taken with Polaroid Land Camera. 


‘Automatic protection for our eight plants in the Boston-Cambridge 
area has given us a high degree of security, with a saving of $32,000 
a year in watch expense,” says Edward Dubois, Supervisor, Build. 
ing Services and Security. 

Sprinklered, of course, the buildings are further safeguarded 
against fire by ADT Sprinkler Supervisory and Waterflow Alarm 
Service, which automatically summons the fire department when- 
ever the system operates. This service also maintains a constant 
automatic check on shut-off valves and other water supply conditions. 

All high-value locations are protected by burglar alarm service to 
summon police automatically in case of attack on doors, windows 
and other vulnerable points. Where necessary, ADT also automati- 
cally supervises steam pressure and various heating conditions. 
In all cases, ADT provides regular inspections, tests and complete 
maintenance of the equipment. 


Moy we show you what ADT cam do tor you? 


An ADT specialist will show you how the right combination of 
automatic services can save you money and give better protection 
to property, profits and employees’ jobs. Call our local sales office if 
listed in your phone book or write to our Executive Office. 
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for 696 communities in the state ang 
suggested adoption of the town grad. 
ing schedule of National Board. 

As for the liquidation division, 
which has long been the center gf 
disagreements over jurisdiction, the 
League proposed that the commission. 
er be designated as liquidator fo 
companies and that the division's 
operations be integrated within the 
department. 

The study resulted in a finding that 
there would have been a 12.9% aver. 
age fire rate reduction in the state j 
the fire record system, provided ip 
the code, had not been in effect over 
the last 10 years. It branded the system 
as having an “air of unreality” in that 
while there may have some basis of 
statistical fact for the 17 largest cities 
its results are “almost entirely due to 
chance” in the remaining 679 rating 
units. 

The League declared that the insur. 
ance board should either adopt the 
town grading schedule of National 
Board “with some incentive modifica- 
tions” or revise its key rate schedule 
“to up-date and urbanize it.” It ques. 
tioned the merit of the state having 
two agencies at work in this field and 
suggested that, if the board should 
turn grading over to the industry, it 
should appoint engineers to_ inspect 
the National Board’s work. 

Other recommendations in fire pre- 
vention activities were that arson 
investigation should be turned over 
to the department of public safety and 
that fire prevention work with public 
schools should be made the responsi- 
bility of the Texas education agency. 


Building Takes Time To 
Topple But Claim Is Paid 


A circuit court at Selma has award- 
ed Dallas county, Ala., approximately 
$17,000 to be paid by seven insurers 
for damages to the county court house. 
The jury ruled that lightning which 
struck the building July 2, 1957, 
caused its collapse five days later. 

The seven companies involved in 
the suit were Hartford Fire, Palatine, 
St. Paul Mercury, North America, 
Great American, Bankers F.&M., and 
American. Altogether, 15 companies 
wrote the line. Total damages sought 
are $101,548. The suits against the 
other insurers, involving approximate- 
ly $85,000, are being tried in federal 
district court at Selma. 


Frank Amerata and James E. 
Schram will dissolve their partnership 
in the Portland, Ore., agency, Amerata 
& Schram, the first of the year. Mr. 
Amerata will form Amerata & Co. 
and Mr. Schram will operate an agency 
bearing his name. 


Thomas E. Sears Jr. has been elected 
president of Thomas E. Sears Ince, 
Boston insurance and _ reinsurance 
brokers. The firm was founded by fF: 
late father in 1918. 


y 
REDUCE COSTS 


Are you using the latest 
techniques to reduce expenses 
and increase productivity per 
employee? No obligation for 
inquiry. 
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HIA Resolution Calls 
For Expanded Health 
Cover For U.S. Aged 


NEW YORK—Health Insurance 
Assn. in a special meeting of member 
companies called by Travis T. Wallace, 
association president and president of 
Great American Reserve, has approved 
a resolution which sets forth principles 
designed to promote more rapid expan- 
sion of hospital, medical and surgical 
coverage among people age 65 and 
over. 

Directing itself primarily 
health care needs of older citizens, 
the resolution also emphasizes the 
necessity for continued development 
of programs offering more adequate 
health coverage for retired workers 
and persons with impaired health. 


to the 


Voluntary Coverage 


Discussing the resolution, Mr. Wal- 
lace estimated that 40% of all Ameri- 
cans 65 years of age and over now 
carry some form of voluntary coverage. 
The aim of the resolution, however, is 
to implement expansion of such cover- 
age and Mr. Wallace noted that insur- 
ers in increasing numbers are issuing 
health coverage which is guaranteed 
renewable for life at age 65, some 
accept new applicants to age 75 and 
above and one company has a plan 
for those 65 and over which does not 
require evidence of insurability and 
covers pre-existing conditions after 
the contract has been in force six 
months or more. 

Principal feati‘es of the resolution 
are: insurers offering individual and 
family coverage under contracts re- 
newable at the option of the insurer 
should continue and accelerate their 
progress in minimizing refusal of 
renewal solely because of health de- 
terioration after issuance; they should 
promptly make available to insurable 
adults policies which are guaranteed 
renewable for life; they should en- 
courage the sale of permanent cover- 
age where the need for this type 
exists and those insurers offering 
individual and family hospital, surgical 
and medical coverage should promptly 
take steps, if they are not presently 
doing so, to offer coverage to persons 
how over age 65. 


Coverage After Retirement 


Insurers writing group health, the 
resolution continues, should develop 
and aggressively promote soundly 
financed coverages that will continue 
after retirement and should encourage 
the inclusion in their contracts of the 
right to convert to an individual con- 
tract on termination of employment. 

Pointing to the growth of voluntary 
health coverage, Mr. Wallace noted 
that in 1940, 3.5 million Americans had 
some sort of voluntary health protec- 
tion and that in 1958 the number had 
grown to 72 million. “At the same 
time, however,” Mr. Wallace said, “we 
must meet continually the challenge 
improving existing forms of cover- 
age and developing newer insurance 





programs in order to keep pace with 


the modern techniques of medical 
tare and to keep our benefits in line 
With today’s costs. This, too, is our 
Tesponsibility.” 






Sparks Club Elects 


Sparks Club, Pennsylvania mutual 
field organization, elected the follow- 
ing officers at its meeting in Harris- 
burg: Albert J. Bush, special agent of 
presi- 
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dent; Henry W. Graybill Jr., assistant 
manager of Mutual Inspection Bureau, 
vice-president; Warren G. King, spe- 
cial agent of Donegal Mutual, secre- 
tary, and John K. Stroh, special agent 
of Lititz Mutual, treasurer. 

New directors are Robert F. Klippel, 
treasurer of New Castle Mutual, and 
Thomas J. Andress, safety director of 
Harleysville Mutual companies. 


N. Y. Bond Underwriters 
Hear Daly On Court Bond 


The historical development and 
present-day production of court bonds 
were discussed by William J. Daly, 
court bond production representative 
of U.S.F.&G. at the December meeting 
of Assn. of Bond Underwriters of New 
York City. 

The liaison between the bond pro- 
ducer and the attorney and the mutual 
assistance one can render the other 
were stressed by Mr. Daly. In his 
opinion losses on these bonds are 
frequently caused by the fiduciary’s 
poor business acumen rather than 
his dishonesty. Joint control, as a 
sound business practice, will often 
counterbalance the fiduciary’s lack of 
business experience. 

Comparing a fiduciary bond and a 
court bond, Mr. Daly said that the 
underwriter usually knows from the 
nature of a court bond what the 
obligation is, whereas in the case of a 
fiduciary bond the underwriter must 
resort to the will, trust or court orders 
to determine the exact nature of the 
undertaking. 


N.Y. Uninsured Motorists 
Have 106 Nov. Accidents 


Uninsured motor vehicles belong- 
ing to residents were involved in 106 
accidents in New York state during 
November, according to the bureau of 
motor vehicles. As a result, 132 per- 
sons forfeited licenses and registra- 
tions for a year. Detected operating 
vehicles without coverage, although 
not in accidents, 56 others were sim- 
ilarly penalized. Also during the month 
2,741 non-residents lost their privilege 
to drive in the state for operating with- 
out insurance. 

During November, 17,293 motorists 
suffered 30 day suspensions of registra- 
tion for allowing insurance to lapse. 
The bureau rescinded 8,025 previous 
revocations when it was determined 
that no insurance lapse had occured. 
During the month, 29,268 drivers vol- 
untarily surrendered their registra- 
tions, rather than risk 30 day loss of 
plates during lapse of coverage. 


N.Y. Auto Club Elects 
Automobile Underwriters Club of 

New York has elected Frank G. Haley, 

America Fore, president; A. S. McHaf- 


fie, Home, vice-president; John L. 
Guggolz, Phoenix of London, secre- 
tary, and Walter Brakstad, North 
British, treasurer. 


Wetherly Raised By 
Northern Assurance 


Northern Assurance has appointed 
Reginald L. Wetherly deputy U. S. 
manager to succeed Howard C. Stock- 
er, who is retiring after 37 years with 
the company. 

Mr. Wetherly began with Northern 
in 1926 in the overseas department at 
the London head office. He became 
overseas manager in 1954 and assistant 
U. S. manager in 1957. 

Mr. Stocker joined the compary in 
1921 as superintendent of the automo- 
bile department and had been deputy 
U. S. manager since 1954. 






Pittsburgh Caange 
For Comml. Union 


Commercial Union has appointed T. 
J. Goodwin to succeed A. M. Eckert, 
who is retiring as manager at Pitts- 
burgh Feb. 1. Mr Goodwin has been 
with the company in Pittsburgh more 
than 10 years, most recently as a state 
agent. Mr. Eckert has been at Pitts- 
burgh since he joined the company in 


1921. He became manager there in 
1953. 
Robert Reynolds, assist:n* “anger 


at Pittsburgh, is leaving to join Wall- 
ace M. Reid & Co., Pittsburgh agents 
of Commercial Union for more than 57 
years. 





side of Cook County, Ill.* 


330 S. Wells Street 





MNO COMMISSION HOUND! 





but anyone’s mouth would water from just 
hearing about the juicy commissions paid by the 
DON R. JENSEN AGENCY! 


Tremendous CAPACITY for large fire lines on indus- 


trial and commercial risks with admitted stock companies! 


AGENCY COMMISSION! AND NO COUNTERSIG- 
NATURE FEE charged non-resident producers on risks 
located in Illinois, Indiana and Michigan!* 


GENERAL AGENCY COMMISSION in Cook County 


less small handling charge! Agency commission paid out- 


*Applies to large fire policies where annual policy premium exceeds $500. 


DON R. JENSEN & CO., General Agents 


Es‘ablished 1937 
WEbster 9-5240 


Chicago 6 











—Audits for Casualty & Inland Marine Carriers 
K. .. PEARCE COMPANY PAYROLL AUDIT T SERVICE 


Payroll Audit ee TA A ies ability and. get-up to get the job done iene 
PROMPT SERVICE—Payroll and other casualty audits by representative field 





auditors. AGENCY CONTACT ALWAYS. 





HOME OFFICE—INSURANCE EXCHANGE Bldg., DES MOINES, IOWA. 





PHONES CH 3-8649—(CH 3-8640 
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Mortgagee Loses Mail 
Cancellation Case 


That first class mail cancellation is 
effective against a mortgagee, as well 
as against the named insured, was up- 
held by the Albany city court recent- 
ly. The case is New York Central Em- 
ployees Albany District Federal Cred- 
it Union No. 5119 vs Corimercial 
Credit Co. 

Mr. Akin, the insured, owned an au- 
tomooile encumbered to the credit un- 
ion and insured with a loss payable 
clause in favor of that institution. The 
insurer sent notices of cancellation to 
both the insured and the credit union 
by first class mail on April 18, 1957, in- 
dicating that cancellation would be- 
come effective April 28. There was an 
accident on May 12. 

The insured apparently acknowl- 
edged that he had received his notice, 
because in his report to the motor ve- 
hicle bureau of the May 12 accident 
he said he had no insurance. The cred- 
it union claimed it never got its notice 
and did not know about the accident 
until June 24, when it made a claim 
against the insurer and eventually 
brought suit. 

The opinion of Judge Jacobs upholds 
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Commercial Standard 
Buys N. M. Agency 


Commercial Standard has purchased 
the Pacific Service general agency of 
Albuquerque, which will be known as 
Pacific Service Co. Harold A. Sullens, 
assistant secretary, is manager, and 
Dennis M. Raney, former managér and 
partner, is assistant manager and un- 
derwriter. 

The general agency will continue to 
offer facilities for Mid-Continent of 
Tulsa and Central Casualty. 





first class mail cancellation in general, 
citing several cases in which the action 
was brought by the insured and point- 
ing out that the method is equally 
binding on a loss payee. This apparent- 
ly is the first time that this precise 
question has arisen. The decision may 
have been influenced by the fact that, 
although the credit union’s records did 
not show receipt of the cancellation 
notice, it was admitted that the finan- 
cial institution had gotten a letter from 
the agent, dated after the effective 
date of cancellation and before the 
accident, indicating that insurance had 
been cancelled. 
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College Scholarships 
Are Sponsored By EUA 


Fifteen scholarships at University of 
Maryland’s college of engineering have 
been sponsored by the seven fire insur- 
ance rating organizations in Eastern 
Underwriters Assn. territory for 
worthy applicants to be selected from 
among the 1959 high School graduates 
in the area. Each scholarship will be 
the full four year tuition, plus room 
and board on the campus for non-resi- 
dent students. 

Students will have summer employ- 
ment with the rating organization to 
which they are assigned and each will 
agree to serve that organization for at 
least four years after graduation. 

The fire protection curriculum at the 
University of Maryland, under the di- 
rection of Professor John L.- Bryan, 
leads to a B. S. degree in fire protec- 
tion. The program is patterned after 
the one successfully followed by West- 
ern Actuarial Bureau at Illinois Insti- 
tute of Technology for more than 30 
years. 


Standard Fire of New Jersey paid an 
annual dividend of 75 cents payable 
Dec. 23 to stock holders of record Dec. 
16. This is an increase of 25 cents. 


Deaths 


(CONTINUED FROM PAGE 21) 

publicans, staying on during the legis- 
lative session to see the new West 
Virginia code through. More recently 
he has been president of West Virginia 
Life, a new company at Huntington, 
and had a supervisory position in West 
Virginia with Maryland Casualty. 


THEODORE J. BEDFORD, 71, secre- 
tary of Loyalty group, died of a heart 
attack at his home in Verona, N. J. He 
was to have retired Dec. 31. Mr. Bed- 
ford began in 1918 with New Jersey 
Fidelity & Plate Glass Ins. Co. where 
he became claims manager. He joined 
Loyalty group in 1932 as chief exam- 
iner and became secretary in 1936. 


C. A. CHALKLEY, resident vice- 
president at Butte for 31 years for 
Mutual Benefit H.&A. and United 
Benefit Life, died at Riverside, Cal., 
where he had moved in 1951 after his 
retirement. 


VARICK C. CROSLEY, 83, president 
of the Crosley & Boeye agency of 
Webster City, Ia., died. 


EDNA F. LINDEMAN, treasurer of 
Wisconsin Mutual, Juneau, Wis., died 
of a cerebral hemorrhage. 


ARTHUR M. EGGEN, 57, manager 
at Minneapolis of Mill Mutuals, died 
of pneumonia. He had been with the 
company for 30 years. 


CHARLES H. TUKE, local agent at 
Rochester, N. Y., died there after a 
long illness. He was one of the organi- 
zers of Rochester Board in 1957. His 
son, Theodore, operates the agency. 


JAMES S. CARLTON, 59, local 
agent at Corpus Christi, died of a 
heart attack. He had been in insurance 
since 1920. 


JACK Y. BATES, 55, who operated 
an agency at Kilgore, Tex., died. He 
had been in the business 34 years. 


HAROLD H. JOHNS, 55, assistant 
vice-president and safety engineering 
department manager of Traders & 
General, died at his home in Dallas 
after a long illness. He joined the 
company in 1938 as a field engineer 
in Oklahoma City, became safety en- 
gineering manager in 1945, and was 
named assistant vice-president in 1953. 
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Stocks 


By H. W. Cornelius, Bacon, Whipple & Co, 
1385 S. LaSalle St., Chicago, December 22, 19% 




















Bid Aske 
Aetna Casualty ......cccccccccsssssseeeeseveo 176 130 
Aetna Fire ............. - T% 80 
Aetna Life ............. . 231 237 
American (N. J.) ~ 27 28 
American Motorists 16% 18% 
American Surety ... 20% 21% 
Boston x 354% 
Continental Casualty ......... 109 li 
Crum & Forster COM, ..-v-sesesv 66% 89% 
IO  scdiiscmsiesintinniienes 59 61 
Fireman’s Fund . Ee 59 60% 
General Reinsurance “a 70 72 
EES ingots 33% Mh 
Globe & Republie ..n...cccccccceee 21% 224% 
Great American Fire .........:000000 44 45% 
Hartford Fire oo... 176 180 
gh | ee a 43 cl 
Ne GIs ID <ceririssesansinnntes 46% 41% 
Ins. Co. of No. America .. 130% 132% 
Jersey Ins. ........ 37% 39% 
Maryland Casualty 39% 41 
Mass. Bonding ......... 40 42 
National Fire ...... 107 Bid 
National Union .. 40 41% 
New Hampshire ..... 40% 42 
North River ............ 38% 40 
Ohio Casualty ..... 24% #2@O2Bid 
Phoenix Conn. ........ 77 7 
Prov. Wash. nial 19 20 
Reinsurance Corp. of N. Y 17 18% 
Reliance ............ Te 50 
Springfield F. &M. 4 35 
St. Paul F. & M. 59 60 
Standard Accident 57% 59 
RIED: sicscnissaticecenasissanaiotbiaeheibasutaten 90 98 
U.S.F. & G 81 32 
VU. S. Fire 31 32 
Washington Natl. Ins, .......,:0:00008 58 62 


Hawkeye-Security has moved its 
Springfield, Ill., office to 923 South 
Sixth street. 
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O’TOOLE ASSOCIATES 


te ee) 
Management Consultants to 
Insurance Companies 
Established 1945 
320-62 Hempstead Avenwe 
QUEENS VILLAGE 29, NEW YORK 





























The LAWRENCE WILSON COMPANY 


Managing General Agents 
SURPLUS LINES-All FORMS 
Representing LLOYD’S LONDON 


First National Bank Bullding 
Tulca 3, Okla. 








ROBERT |. BUSHNELL 
Management 
fo Insurance Organizations 


Hoydens Hill Road Fairfield, Connecticut 
Clearwater 9-8852 








BOWLES, ANDREWS & TOWNE, Inc. 
ACTUARIES 
MANAGEMENT CONSULTANTS 
LIFE—FIRE—CASUALTY 
EMPLOYEE BENEFIT PLANS 
RICHMOND = ATLANTA’ —s NEW YORK 
PORTLAND 








CERTIFIED PERSONNEL SERVICE 


Joha J. Haggerty 


Suite 402 
900 Peachtree St., N.E. 


TR. 5-0666 
Atlanta 9, Ga. 








WHITE & WHITE 
Inspection & Audit Service 
Offices in 18 Midwestern Cities 
Prompt—Efficient—Econemical 
629 East 71st Terrace 
Kansas City 10, Mo. 
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Photos Of Personalities At NAIC Meeting 
In New Orleans By Harry H. Fuller, 
Midwest Manager Of The National Bureau 


A prophetic sit- 
uation at the meet- 
ing of the Passe 
Club during the 
NAIC convention 
in New Orleans 
last week: Spauld- 
ing Southall, for- 
mer Kentucky 
commissioner and 
now with NAITI, 
presenting a gavel 
to Arch E. North- 
ington, ousted 
Tennessee com- 
missioner, as pres- 
ident of NAIC. At 
the right is Paul 











se 5 


A. Hammel of Nevada, vice-president of NAIC, who now takes over Mr. 


Northington’s duties 


Joseph Murphy 
of America Fore at 
the NAIC meeting 
with Frank Har- 
wayne of the New 
York department 
and Jack McKen- 
zie of the National 
Board. Mr. Mc- 
Kenzie is a former 
commissioner of 
Arkansas and Mr. 
Murphy formerly 
was with the New 
York department. 


H.* Clay Johnson of Royal-Globe Thomas Carlson, actuary of the 
with Edward MeLaughlin cf North National Bureau with the bureau 
British. manager, William Leslie Jr. 


Group from the National Bureau at the NAIC meeting—S. F. Hume of the 
New Orleans office; Elmer Twaits, assistant secretary; Thomas E. Murrin, as- 
sistant actuary, and James M. Cahill, secretary. 


John A. Dono- 
van and William 
T. Gully of Em- 
ployers Liability 
with Arthur D. 
Cronin, prominent 
Boston broker. 


Joseph A. Navarre, the outgoing 
Michigan commissioner with the dean Bert Savage of Centreville, Miss., 
of U. S. insurance commissioners, retired director of agency relations of 
W. A. Sullivan of Washington, who Zurich, with Commissioner Leo O’Con- 
has been in office since 1932. nell of Idaho. 


Gordon Shoaf of 
the Arizona de- 
partment with 
Thomas Carlson, 
actuary of the Na- 
tional Bureau, and 
Ross _ Duncan, 
Alaska commis- 
ioner. 


J. R. Maloney, 
San Francisco at- 
torney and former 
California com- 
missioner, with 
Bernard Stone of 
Mutual Benefit 
H.&A., former 
Nebraska commis- 
sioner, and _ the 
present Nebraska 
commission- 
er, John A. Bin- 
ning. Mr. Binning 
intimated at the 
NAIC meeting that 
he may not be one 
of those slated to 
join Passe Club. 


Three veteran 
commissioners at 
the NAIC midwin- 
ter meeting—Hugh 
Earle of Oregon, 
John J. Holmes 
of Montana and 
A. J. Jensen of 
North Dakwta. 
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Amateur Sailors To it ‘in: 
Get Group Policy 


R. H. Gore & Co., Chicago broker- 
age firm, has completed, through 
Stewart, Smith (Illinois) and London 
Lloyds, a special group-policy provid- 


with 


vidual may 


and has premium 
those afforded under 
group medical plans. 

For an annual fee of $20 an indi- 
become a member of 
Captains Club and receive, in addi- 
tion to economical insurance, various 
other benefits including membership 


HieNATIONAL UNDERWRITER. 


reductions 


Horse And Buggy 
Sales Era Is Extinct 


W. Howard Chase, vice-president of 
McCann-Erickson advertising agency, 
and president of Communications 
Counsellors, declared that the spec- 


ing full marine coverage piys protec- in the Diner’s Club, cruising anu tacle of imaginative new products and 
tion and indemnity for amateur sai!- navigation information, gas credit their glistening automated plants—all 
ors. The policy, according tb John C. privileges and wholesale chart pro- resting on the creaking shafts of horse 


Brogan, executive vice-pr¢sident of curement services. 
the Gore firm, covers mémbers of Brogan the 
Captains Club at group raté¢s former- a’one will more 


ly unavailable to any individual boat 


According to Mr. 
savings in 
than 
membership fee. 


and buggy marketing—is the costliest 
pu.imess. 11€ spoke . .ne 
midyear meeting of Insurance Adver- 
tising Conference at New York. 


premiums 
pay for the 








laa’ ; atiice bk ini hed 'G 


bi) SMITH, WHILOCK 
ey AGENCY — 


310 MAIN ST. SPRINGFIELD 


et CT 


Another Hartford Extra for Hartford Agents: 
Roadside Signs bring prestige and sales 


Within the space of a few months, more than 3,300 
Hartford Roadside Signs made of Scotchlite* reflective 
sheeting have sprouted along busy American highways. 

These displays are working day and night for the local 
agents who participate in this Hartford program. Equally 
significant, they comprise a powerful and constantly 
growing advertising network which benefits all Hartford 
agents. 

Over 16,000,000 people read Hartford Roadside Signs 
every day. This is a powerful “grass roots” supplement 
to the compelling Hartford advertising which appears 
regularly in Reader’s Digest, Saturday Evening Post, Life, 
Look, National Geographic, Farm Journal and other 
magazines. 

The Hartford Agent who participates in the Roadside 
Program identifies himself with this national advertising, 
obtains the major benefits of association with the name 
Hartford and the widely recognized Hartford Stag. His 
signs have tremendous local advertising impact! 

90% of the people in his trading area will see his 
attractive Roadside message at least once a month. The 


Hartford Fire Insurance Company - 


average prospect will see the sign about fifteen times a 
month. And Roadside Signs have more remembrance 
value than any other form of advertising. 

Little wonder that Hartford agents are enthusiastic 
about their new Roadside Sign Program. Says one agent: 
“T’ve used circulars, newspapers, radio — everything — 
but my Roadside Sign beats all. It’s the first time cus- 
tomers by the dozen ever mentioned my advertising!” 

So add another to the already long list of Hartford 
extras — the Roadside Sign Program. It works 24 hours 
a day for agents associated with the Hartford. 


*Scotchlite is the trademark of the Minnesota Mining and Manufacturing Company. 


Year in and year out you'll do well with the 


HARTFORD 


Fire Insurance Company 


GROUP | 





Hartford Accident and Indemnity Company - Hartford Live Stock Insurance Company - Citizens Insurance Company of New Jersey, Hartford 15, 


Conn. « New York Underwriters Insurance Company, New Yorls8, N.Y. - Northwestern Fire and Marine Insurance Company + Twin City Fire Insurance Company, Minneapolis 2, Minn. 
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There is urgent reason to guan 
against obsolete marketing next yea 
he said. In 1959, people will hay 
more money than ever, industry wil 
produce more goods, business wil 
reach new levels. There was never , 
stronger prospect for thriving recoy. 
ery. The surest prescription for profi 
recovery will be the practice of mod. 
ern marketing, with the continuing 
challenge to keep down the cost gf 
unit sales and to overcome profitley 
volume. 


Weakness In Marketing 


Old line marketing will impose , 
drag on profits because it fails t 
apply methods and standards that ap 
necessary in the fast changing mar. 
kets of today. Certain familiar symp. 
toms of obsolete marketing can choke 
future opportunities, Mr. Chase pointe; 
out. They are failure to plan a unifie 
marketing program with specific ob. 
jectives for its various elements-- 
sales effort, advertising, sales promo- 
tion, etc. Other symptoms are failure 
to apply high creative standards to all 
elements of a marketing program ané 
to place marketing authority at a high 
enough level in management; failur 
to apply creative research for produc 
design, advertising and other market. 
ing tools and to follow up by evalua. 
tion; and failure to challenge old ways 
of doing things. 

Business is backward in utilizing 
the vast editorial network of the daily 
press, magazines, professional and 
business journals, radio, television and 
special events as part of image build- 
ing and selling, he said. The doctrine 
of modern marketing rests on the fact 
that “It’s always a buyer’s market.” 
Its basis is the character of a free 
economy—one which offers the con- 
sumer multiple choices within an ever 
increasing variety of goods. Its me- 
thods are based on the consumer’ 
selective response to competitive ap- 
peals, rather than on the need to buy 
for mere subsistence. 

Although it will be a _ time of 
prosperity, 1959 and the coming years 
will present as much of a_ buyer’ 
market as any years of recession. The 
consumer’s choice of products will 
broaden even more, and added spend- 
ing power will extend it upward 
through higher price ranges. These 
years will be an opportune time for 
the buyer’s market principles of mod- 
ern marketing. 


Reach Customer Quickly 


The customer has always _ been 
catered to, but generally “after the 
fact”—at the point of purchase, Mr. 
Chase declared. Modern marketing, 
on the other hand, consults and com- 
municates with him through every 

(CONTINUED ON PAGE 16) 
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Revise Fire And EC 
Rates In Alabama 


Superintendent Horn has approved 
revised fire and extended coverage 
rates in Alabama, as filed by Alabama 
Inspection & Rating Bureau, effective 
Dec. 15. The changes include reduc- 
tions and increases. 

For fire, brick veneer dwellings are 
reduced from 8.3 to 16.7% in protected 
areas and solid masonry dwellings by 
11.8 to 28.6%. Brick and other masonry 
mercantiles in protected areas are re- 
duced 5%. 

Fire rates on frame dwellings in 
protected zones are increased 5.6 to 
12.5%. All farm dwellings and farm 
property get a flat 20% increase. 

EC rates for mercantile and non- 
manufacturing were reduced 16% in- 
land and 9% in seacoast territory. Most 
manufacturing risks of masonry and 
construction were reduced 13% inland 
and 14% in coastal areas. EC dwelling 
rates are unchanged but on contents 
were reduced 25%. Farm property EC 
is increased 20%. 


American Surety Appoints 
Schloen At Columbus, O. 


American Surety has appointed 
Henry H. Schloen assistant manager 
of its Columbus branch. He joined the 
company in 1941 in the payroll audit 
division of the home office. He trans- 
ferred to Louisville as payroll auditor 
and in 1949 was named superintendent 
of casualty there. 


Four Insurers Are Fined 
Under Va. FR Law 


Virginia state corporation commis- 
sion has accepted compromise settle- 
ments from four additional companies, 
without a hearing, for alleged failure 
to notify the division of motor vehicles 
within 60 days whether a motorist in- 
volved in a serious accident carried 
sufficient insurance to meet require- 
ments of the financial responsibility 
law. Two companies made similar 
settlements earlier, and other cases 
are pending. 

Harleysville Mutual Casualty, All- 
state, Reserve of Chicago, and Mass- 
achusetts Bonding settled for $50, 
$300, $50, and $25, respectively. 
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Higgins In N. Y. For 
Phoenix Of Hartford 


Phoenix of Hartford has appointed 
Lester F. Higgins manager of the New 
York metropolitan department. He was 
formerly manager of the company’s 
inland marine department in Chicago. 
He joined the company in 1929 and 
served as special agent, inland marine 
supervisor, and manager, inland ma- 
rine, Cook County, Ill. 


Small Group A&S Is Open 
Field Says Sanderson 


Small group A&S offers excellent 
opportunities for producers because 
the field is large, the premiums sizable 
and the competition relatively light, 
William A. Sanderson, A&S sales 
representative of Hartford Accident 
told the Hartford chapter of Interna- 
tional Assn. of Accident & Health 
Underwriters. 

Producers seeking to provide real 
account service should offer group 
A&S to their smaller business risks, 
with fewer than 25 employes, as well 
as the larger insured. The small firm 
is much easier to sell because it is not 
a target risk for competitors in the 
group A&S business, he said. 

In a number of cases, producers 
are developing business in other lines 
by first selling the risk small group 
A&S. Any agent can write fire, work- 
men’s compensation, burglary, liability 
and other lines, but small group A&S 
is considered alien to the operations 
of many agencies, he declared. The 
producer who approaches his prospect 
with a small group A&S proposal 
stands a good chance of gaining other 
business as well because he has shown 
the buyer something no one else has 
offered him. 


Washington Field Men 
Elect Linde President 


Washington Fire Underwriters Assn. 
has elected Richard G. Linde, Aetna 
Fire, president. Also elected were 
James D. Weller, vice-president; Eu- 
gene T. McNamara, Great American, 
secretary, and Richard J. Schmitt, 
London & Lancashire, treasurer. 


Continental Casualty 


Names 2 On West Coast 


Continental Casualty has named 
Charles Douglas and Charles Ellis 


» general group managers for A&S at 
* San Francisco and Seattle, respective- 
Ely. 


Mr. Douglas was formerly adminis- 


© trative assistant to the general group 


midwest regional manager. He went 
with Continental in 1951, spending his 
first two years at the home office in 
the special risks division. In 1953 he 
went to Dallas, where he later became 


cago in 1956 for training in the gen- 
eral group division. 

Mr. Ellis was formerly at San Fran- 
cisco as administrative assistant to the 
general group western regional man- 
ager. He joined the company in 1956 
and has recently been receiving spe- 
cial statistical training at the home of- 
fice. 


Pierce County (Wash.) Agents Elect 
Thomas G. Taylor has been elected 
president of Pierce County Insurance 
Assn. to succeed William C. Jepsen. 
James Martin of Mat Opgenorth & 
Co. was elected vice-president and 
R. H. Thoren, Bassett agency, was 
reelected secretary-treasurer. 
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Era Of Horse And Buggy Sales Is Extinct 


(CONTINUED FROM PAGE 14) 


stage from product planning to the 
sale. It also recognizes continuing 
change in the relations between .com- 
pany and customer. It therefore pro- 
vides for an information cycle to 
record factors in such change—a con- 
stant flow of questions and answers, 
with each new question bringing a 
new answer, and each new answer 
framing a new question. 

Mr. Chase said the process 
searching, 


is a 
unending collection and 


interpretation of facts, shaping and 
reshaping marketing decisions and 
programs, creating and revising prod- 
ucts and messages. It is not simply 
two-way communications; it is circul- 
ar and continuous. While giving great- 
er emphasis to communications from 
the comsumer, modern marketing 
makes use of all familiar communica- 
tions to the consumer. They include 
sales programs, advertising, trade pro- 
motion and public relations. This 
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approach differs from traditional mar- 
keting because it brings each com- 
munication activity under. closer 
scrutiny. All are carefully aligned to 
a company’s objectives. None is rele- 
gated to a stepchild role, since their 
interdependence affects their separate 
and collective performance. For ex- 
ample, the modern marketer recognizes 
that the efficiency of an advertisement 
is reduced if a company’s distribution 
is outmoded or if its public image 
creates resistance. 

In setting up consumer communica- 
tions, modern marketing makes a 
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_..with sure-fire 
A to Z agent helps 


“Rolling” up profits is easier with “*Ag-Empire,’’ because 
**Ag-Empire”™ gives you plenty of “‘sales-scoring” help:— 


.. a broad range of coverages with wide customer-appeal 

- promotion helps that make your selling easier . 

plified policies to save time, error, work 

processing that means so much to your clients in an emer- 

gency. And — most important — the kind of field help you 
need, as fast as you need it! 


Yes, Mr. Agent —‘‘Ag-Empire”’ helps its Local Independent 
Insurance Agents give their customers the very best “‘before 
and after”’ service . . . everyday. 





. sim- 
efficient claims 





The Agricultural Insurance Co., Watertown, N. Y. 


As a Quality Agent I am interested in teaming-up with a Quality Company. 
You, may contact me. 





Mail Coupon For Complete “Ag-Empire” Story. 
No Obligation. 
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direct assault on the problem g 
reducing risk in marketing invest, 
ment, Mr. Chase pointed out. It pro 
vides management with a reasonabk 
measure of certainty as to what result 
can be expected in the decisions ¢ 
committing large scale appropriation, 
It helps bring the right product to th 
right market at the right price anj 
at the right time, with the right distri. 
bution, advertising, promotion ang 
public relations. 

The practice of modern marketing 
should start right now when recover 
is under way, Mr. Chase believes, fo 
the destiny of companies in 1970 wil 
be determined by their courage anj 
skill in preparing for the opportunitig 
of next year and those after. The 
insurance business is always engaged 
in mortal competition for a share 9 
the human mind—mortal for those 
who do not achieve it, but vastly re 
warding for those who do. The com. 
petition is fantastic and is increasing 
Insurance is integrated in the nerve 
and sinew of the country. It should 
lead from its strength and plan its 
future now. 


O'Mahoney Group Expected 


To Tackle Ocean Marine 


WASHINGTON — The O’Mahone 
subcommittee investigating insurance 
is expected to resume hearings shortly 
after Jan. 1. Ocean marine is expected 
to be the first subject tackled, followed 
by mail order, including A&S or pos- 
sibly a separate inquiry into A&sS, fire 
and casualty and their rating bureaus, 
and finally life. 

Taxation in general is expected to 
receive congressional attention, but 
some fire and casualty interests see no 
likelihood at present that the more or 
less perennial problem of equalizing 
the taxation of mutual and stock com- 
panies will be seriously considered, 
One reason for this may be that some 
mutual companies have been reported 
preferring taxation on the same basis 
as stock companies. 


Scottish Union honored Paul Watkin, 
president of Highfield & Watkin, Wil- 
mington, Del., at a luncheon marking 
the agency’s 35th year of company 
representation and the 50th anniver- 
sary of its founding. Raymond A. 
Krug, Philadelphia agent, was hon- 
ored by American Union, Scottish 
Union affiliate, at another luncheon 
on his firm’s 35th year of representa- 
tion. Mr. Watkin and Mr. Krug were 
presented plaques by George P. 
O’Loughlin, assistant secretary and 
Earl T. Belanger, state agent of Scot- 
tish Union. 








Win. H. Malone, Ince. 


744 BROAD STREET 
Newark 2, N. J. 
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Surplus and Excess Lines 
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Mitchell 2-5351 
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Insurer Doesn't Have 
To Appeal If He 
Doesn‘t Want To 


The U. S. 10th circuit court of 
appeals has reversed the U. S. district 
court of Colorado which held that 
Hawkeye-Security was guilty of a 
preach in its duty to insured when it 
failed to follow its counsel’s advice 
and appeal a verdict against insured 
who caused a fire on another’s prem- 


ises. The case is reported in 9 CCH 
(Fire & Casualty) 773. 
Hawkeye issued a liability policy 


covering Northern Utilities Co. for a 
maximum amount of $10,000. Indem- 
nity of North America insured North- 
ern against loss in excess of $10,000. 
A fire occurred on the premises of 
Rafferty Mill & Fixture Co., Casper, 
Wyo. Rafferty sued Northern, alleging 
that the fire was caused by the latter’s 
negligence. 


Did Own Investigation 


Hawkeye undertook the investiga- 
tion and defense of the suit. The trial 
resulted in a judgment for Rafferty 
for $22,636. Hawkeye, which had to 
pay $10,000 of this amount, refused to 
take an appeal to the supreme court 
of Wyoming. Indemnity of North 
America, as excess insurer, took the 
appeal, but the judgment was af- 
firmed. Indemnity then brought action 
against Hawkeye in the U. S. district 
court of Colorado to recover the cost 
of the appeal and reasonable attorney’s 
fees. The theory of this action was 
that Hawkeye’s policy required it to 
appeal, and failure to do so constituted 
a violation of its contract and sub- 
jected it to liability for the cost of 
appeal to its insured. Further, Indem- 
nity held that by taking the appeal it 
was subrogated to the rights of North- 
ern against Hawkeye. 


Could Have Settled 


The district court noted that while 
the original case against Hawkeye was 
pending in the trial court, negotiations 
were carried on and Hawkeye could 
have settled for $9,000, but proceeded 
to trial. Its counsel believed that no 
specific acts of negligence on the part 
of Northern could be established, and 
that the doctrine of res ipsa loquitur 
would not apply. The trial court, 
however, submitted the case to the 
jury on this specific doctrine, and the 
jury held that Northern’s negligence 
caused the Rafferty fire. 

Counsel then recommended that an 
appeal be taken, but Hawkeye refused 
to do so unless costs were pro-rated 
by insured in accordance with the 
exposure of the parties. Insured in 
turn refused, and Hawkeye withdrew 
from the case. 
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The district court found that Hawk- 
eye was not guilty of negligence or 
bad faith in having refused to settle 
the case and in going to trial on its 
counsel’s advice that res ipsa loquitur 
did not apply. However, this court 
concluded that Hawkeye was guilty of 
a breach in duty it owed insured by 
refusing to take its counsel’s advice to 
appeal and that this subjected it to 
liability for costs of the appeal. 


Court Of Appeals Next 


Hawkeye then took the case to the 
U. S. court of appeals which held that 
the district court erred in concluding 
that Hawkeye was required to follow 
its counsel’s advice to appeal. An 
attorney employed to defend litigation, 
the appeals court said, is in complete 
charge of the case with full powers to 
conduct it and to carry it to a conclu- 
sion, but this does not give him the 
right to prosecute an appeal because, 
in effect, his employment has come to 
an end. His recommendations to ap- 
peal are entitled to consideration, but 
whether an appeal shall be taken is a 
question to be decided by the principal. 
Where rights of others for which the 
insurer is responsible are involved, the 
insurer must take these as well as its 
own rights into consideration in de- 
ciding whether to appeal. But the 
insurer shall become liable to such 
parties only if it acts fraudulently or 
in bad faith. Failure to follow advice 
of counsel in itself is insufficient to 
establish bad faith. 


Reverses District Court 


Accordingly, the appeals court re- 
versed the district court’s finding 
against Hawkeye for not appealing the 
case. The company was absolved of the 
costs of Indemnity of North America’s 
appeal. 

In a cross appeal, Indemnity also 
complained that the district court had 
limited charges against Hawkeye to 
interest on $10,000, its maximum 
policy limit. Indemnity held that Haw- 
keye was liable for interest on the 
total judgment of $22,636. The appeals 
court, however, affirmed the district 
court’s ruling. 

Forrest C. O’Dell of Wormwood, 
O’Dell & Wolvington appeared for 
Hawkeye, and James L. Treece of 
Yegge, Bates, Hall & Shulenburg for 
Indemnity of North America. 


Hoenisch Is Bond Manager At S. F. 


Robert M. Hoenisch has been ap- 
pointed bond manager at San Francis- 
co by Continental Casualty. He form- 
erly has been assistant manager of 
the Pacific Coast Fidelity and Surety 
department of Royal-Globe. He joined 
Royal -Globe in 1952 after four years 
with Fidelity & Deposit. 


NAIIA Names Smith 
Executive Secretary 


Bruce H. Smith, secretary of general 
claims division of Assn. of American 
Railroads, has been appointed execu- 
tive secretary of National Assn. of 
Independent Insurance Adjusters. He 
succeeds the late Ralph G. McCallum. 

Mr. Smith entered insurance in 1937 
with Liberty Mutual where he served 
as an investigator, adjuster and claims 
manager. He joined Manufacturers & 
Merchants Indemnity in 1948, becom- 
ing divisional claim manager. He has 
been with Assn. of American Railroads 
since 1953. 

Jackson (Miss.) Mutual Insurance 
Agents Assn. has elected J. C. Sledge, 
president; Wayne Herbert, vice-presi- 
dent; and Charles Anepohl, secretary- 
treasurer. 
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Atlas Shuts N. Y. Shop; 


Names Krasner Agency 

Atlas has closed its New York 
metropolitan department and has ap- 
pointed Louis D. Krasner agency to 
service its business and to provide 
facilities for brokers. 

Charles Hovorka, who has been an 
office solicitor of Atlas for 10 years, 
will continue in that position with 
Krasner agency and will handle busi- 
ness written by the Atlas office. 


S. F. Actuarial Club Elecis 


San Francisco Actuarial Club has 
elected the following officers: James 
Haley Jr., Argonaut Insurance Ex- 
change, president; William K. Steiner, 
Marsh & McLennan, vice-president, 
and Gerald E. McConney, Standard 
secretary. 





MOTOR’S 


CRASH BOOK 


SERVICE 


with any other pricing system. 


Oil of Cal., 


SPEEDS ESTIMATING TIME. Estimates 
can be made or checked faster with 
Motor’s easy-to-read, easy-to-use 
CRASH BOOK SERVICE MANUAL than 


all the information 
you need to make fast, 


accurate, appraisals of 


auto collision damage. 





the-spot appraisals. 





MAKES PARTS IDENTIFICATION EASY. 


FREQUENT, PROMPT, UP-TO-DATE RE- 
VISION SERVICE on parts prices and 
flat rates make for more accurate, on- 





Supplies the greatest available num- 
ber oi parts pictures, frame dimen- 
sions and major assemblies . . . plus 
complete information for identifying 
car models and body styles. 





Write today, for full information —to: 


MOTOR : 


pat Nara 


cenvied 


Through Intermediaries Only 


FIRE—CASUALTY 





250 West 55th Street, New York 19, New York 
PUBLISHED BY THE HEARST CORP. 


THE STUYVESANT INSURANCE COMPANY 


Executive Offices 
1105 Hamilton St., Allentown, Pa. 


— HEmlock 5-354 


Reinsurance Department __ 
— West Jackson Bvd., mete 
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+8 in a series 





AT YOUR SERVICE—when you need them. 


These men are part of the mo- 
bile production team at a 
Royal-Globe regional office. 


All across the country, teams 
like this are located so that one 
is near you and ready to give 
you f 


“TOPS IN EVERY SERVICE” 





150 WILLIAM ST., NEW YORK 38, N.Y. 
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National Board Raises 
Seven In Two Units 


National Board has promoted five 
members in its engineering depart- 
ment and two in its arson department. 

In the engineering department, 
Kenneth J. Carl has been promoted to 
director of municipal surveys and 
assistant chief engineer; W. William 
Pritsky to director of codes and stand- 
ards; Donald L. Drumm to assistant 
chief engineer; Gordon C. Anderson 
to supervisory engineer and Boyd A. 
Hartley to administrative assistant as- 
signed to the general office. 

In the arson department, John E. 
Stuerwald has been designated super- 
visor of fire investigations in the 
eastern and southern states, and Gil- 
bert H. Meyer was made supervisor 
of inland marine investigations 
throughout the U. S. 

Past Experience 


Mr. Carl joined National Board in 
1940 as a field engineer. In 1946 he 
was made a supervisory engineer, and 
in 1957 a director of municipal sur- 
veys. Mr. Pritsky joined the board in 
1952 after three years in the engineer- 
ing department at Plainfield, N. J. His 
work has been mainly in connection 
with the national building code. 

Mr. Drumm joined the engineering 
staff of the board in 1940. He was 
later assigned to the Chicago office, 
remaining there until his transfer to 
New York in 1947. He was appointed 
supervisory engineer in 1952. Mr. 
Anderson joined National Board in 
1946, and his work has been mainly 
that of field engineer on water supply. 
Mr. Hartley began as a field engineer 
in 1948. His recent duties have in- 
cluded work on fire department and 
electrical matters and in connection 
with fire patrols and salvage corps. 

Mr. Stuerwald joined National Board 
in 1950 and for the last eight years 
has been a resident agent covering 14 
counties in upper New York. Mr. 
Meyer began in 1949 as supervisor of 
inland marine investigations in the 
New York City area. 


Texas Field Men Name 


Officers Of 5 Divisions 


The five divisions of Texas Insur- 
ance Fieldmen’s Assn. have completed 
their election of officers for 1959. 

These are: Alamo division, J. Sid 
Cunningham, American General, pres- 
ident; W. R. Campbell, Royal-Globe, 
vice-president; Bill Martin, T. A. 
Manning & Son, treasurer, and Eldo 
Johnson, North British & Mercantile, 
secretary. All are of San Antonio. 

Corpus Valley’ division, Maxie 
Moore, Weslaco, Echlin-Irvin-Crowell 
Co., president; Alden Clarke, Ameri- 
can-General, vice-president, and M. L. 
Walling Jr., America Fore Loyalty 
group, secretary-treasurer, both of 
Corpus Christi. 

Houston division, Richard Brogdon, 
American group, president; Robert P. 
Glass, Gulf, vice-president; H. Ray 
Plucar, Trinity Universal, treasurer, 
and James Redding, Pan American 
Ins. Co., secretary. 

North Texas division, Dean Evans, 


Home, president; Roland Bryant, 
U.S.F.&G., vice-president; Julian H. 
Speed, retired, secretary-treasurer, 


and Tom Copeland, Dallas, retired, 
assistant secretary-treasurer. All are 
of Dallas. 

West Texas division, B. J. Maveety, 
National Fire, Abilene, president; I. O. 
Westbrook, Houston Fire & Casualty, 
San Angelo, vice-president; Robert G. 
Jonason, Royal-Globe, Amarillo, secre- 
tary; Robert B. Powell, America Fore 





Loyalty group, Lubbock, treasurer. 
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Federated Mutual F.&C, 
Forms Life Affiliate 


A new company, Federated Life 
has been formed by Federated Mutuaj 
Fire & Casualty of Owatonna. The ney 
company will be owned outright by 
Federated Mutual F.&C. 

Clem & Co., Staunton, Va., mutual 
agency, has named John T. Cove 
manager of its insurance department 
Mr. Cover was previously rate analys} 
for Virginia state corporation commis. 
sion’s bureau of insurance and prior 
to that spent over 18 years in the 
field for fire and casualty companies, 


C. W. Streit of Evans, Chapman & 
Holder, Birmingham agency, was hon- 
ored with membership in Omicrop 
Delta Kappa fraternity at Washingtor 
& Lee University. He was captain of 
the Washington & Lee football team in 
1910 and also played on the undefeated 
Auburn team of 1904. He was a long 
time football official, active on various 
Olympic committees, and is a member 
of the Honors Court of the National 
Football Hall of Fame. 











Would a 
client’s 
loss 
curtail 
your 
business? 


An under-insured client would 
be an unhappy client should a sizable loss 
occur. So would a client who finds he has 
been paying for more insurance than he 
can collect. And unhappy clients tend to 
shop around. 

You can do much to prevent either un- 
der-insurance or over-insurance—and keep 
clients happy—by recommending an up- 
to-date appraisal of their physical assets. 

For 63 years The American Appraisal 
Company has been the leader in the field 
of property valuation. Our carefully docu- 
mented reports present facts that stand in- 
vestigation...offer an objective basis for 
securing adequate insurance. 

American Appraisal reports for your 
clients are good protection for you. 


LEADER IN PROPERTY VALUATION 


The 
AMERICAN 
APPRAISAL 


Company® 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 
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Mutual Insurers 
Write $3 Billion 
In ‘58 Premiums 


The 2,461 mutual fire and casualty 
companies of the U. S. wrote $3 bil- 
lion in premiums during 1958, a 7% 
increase over last year, according to 
the annual survey by American Mu- 
tual Insurance Alliance. This was an 
all-time high for the 20th consecutive 
year. 

Automobile insurance led with an 
11% gain. There were smaller gains in 
A&S writings, and in fire and allied 
lines. The recession months were re- 
sponsible for a small decrease in work- 
men’s compensation volume, premi- 
ums in this field being based upon 
payrolls. 

Because of greater premium volume 
due largely to 1958 rate increases, the 
percentage of premiums paid out for 
automobile accidents was slightly low- 
er than in the disastrous year of 1957, 
but still apparently remains above the 
break-even point. Heavy increases in 
medical costs kept A&S and work- 
men’s compensation losses higher than 
the level provided for in existing rates, 
many companies reported. Loss expe- 
rience in the fire and allied lines cate- 
gory changed little from 1957, although 
it should have been favorable since 
there were few large windstorms dur- 
ing the year. 


Newly Formed Casualty 


Group Names Hatcher 


A new organization designed to pro- 
mote non-partisan, ethical practices 
among Illinois cas- 
ualty underwriters 
has been formed. 
Entitled Spring- 
field (Ill.) Cas- 
ualty Underwrit- 
ers Assn.,_ the 
group held its first 
meeting this 
month in Spring- 
field and elected 
as president its 
primary organizer, 
Robert E. Hatcher, 
assistant secretary 


Robert E. Hatcher 


Illinois National. 

Further aims of the group are to aid 
in the dissemination of information 
valuable to its members, and to bring 
into more friendly relations those en- 
gaged in the writing of casualty insur- 
ance. 


Leo Rodell, casualty manager of 
Fred S. James & Co., Chicago, was the 
organization’s initial speaker. Com- 
panies and agents must decide they 
are going to write auto business, Mr. 
Rodell stated. They must decide they 
are going to underwrite it profitably 
and competitively. By simply willing 
the end, the means to do it will be 
found, he said. 

Other officers named were Eugene 


as 
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Hoffman, Hawkeye-Security,  vice- 
president and treasurer; Ray Johnson, 
W. A. Alexander & Co., Chicago, sec- 
retary, and Lester Oldenettell, Ohio 
Casualty, director. 

Charter members were present from 
the following additional companies: 
Aetna Casualty; Lincoln Casualty; 
Standard Mutual Casualty, and Kurt 
Hitke & Co., Chicago. 


Gov. Meyner Urges Changes 


In N. J. Insurance Laws 

Gov. Meyner of New Jersey has 
indicated that he will renew his rec- 
ommendations for a complete revision 
of the states’s insurance laws in his 
message to the 1959 legislature. The 
1958 session passed bills giving Com- 
missioner Howell additional regulatory 
authority, but Gov. Meyner does not 
consider the action adequate. 

He emphasized interest in a bill 
which would create an insurance law 
revision committee comprised of six 
legislators to be named by their col- 
leagues, and three citizens to be named 
by the governor. The latter would be 
given authority to appoint an advisory 
committee to work with the revision 
group in overhauling state statutes and 
making recommendations to the gover- 
nor. No action was taken on this bill 
in the last legislature. 


Favor S. C. UJF Law 


A special state senate investigating 
committee expects to recommend an 
unsatisfied judgment fund bill to the 
1959 South Carolina legislature. Fol- 
lowing a hearing, the committee in- 
dicated its belief that such a fund is 
the best protection against financially 
irresponsible motorists. 

Under the proposed bill, drivers 
would pay a special $10 annual fee be- 
fore receiving their new license. The 
fees would comprise the fund to sat- 
isfy judgments against financially ir- 
responsible drivers. A similar bill was 
passed by the state senate three years 
ago but died in the house. 


Mulholland In N. Y. Post 


Robert B. Mulholland has joined the 
inland marine department of Aetna 
Casualty at New York. He had been 
with Marine Office of America for 26 
years in inland marine underwriting 
and in the field at Syracuse and 
Philadelphia. 


—_— 


Good Year For Newhouse & Hawley 

Newhouse & Hawley held their 
annual Christmas party for employes 
last week at the Union League Club, 
Chicago. L. F. Hawley, president, an- 
nounced that the contribution to the 
employes’ profit sharing trust for the 
year was the largest in history, exceed- 
ing the 1957 contribution by 40%. 
Last October, the company also dis- 
tributed substantial cash bonuses to 
all employes. 
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Aetna Casualty Promotes 
Nagle At Cleveland 


Aetna Casualty has appointed Paul 
Nagle manager of the Ohio marine de- 
partment at Cleveland, succeeding 
James R. Donovan, retired. Mr. Nagle 
has been with the company there since 
1936 and has been superintendent of 
agents since 1954. Mr. Donovan joined 
the company in 1919 and served as 
field supervisor, superintendent of 
agents and marine agency manager 
before becoming manager in 1941. 
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Approve Blue Cross Rate 


Increase In Northeast Ohio 
Superintendent Vorys of Ohio has 


approved increased rates for Blue 
Cross of Northeast Ohio, effective 
Feb. 10, which will -affect 1,750,000 


subscribers in an 1l-county area. 

Rates will be boosted $2.40 a month 
for most subscribers, amounting to 
$16.5 million a year. The new rate 
schedule includes a deductible which 
will enable the subscriber to continue 
under the old rates by paying the first 
$50 on services insured. 










bankruptcy. 


are gone. 
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This is the season to ask business firms: 


“Could you stay in 
business if your 
Accounts Receivable 
records were destroyed?” 


WHO OWES WHAT? How can any firm tell—when a fire converts 
accounts receivable records into a water-soaked mass of black cin- 
ders? Usually such a catastrophe means that from 30% to 70% of 
“receivables” will NEVER be collected. In such a situation, many a 
firm’s credit position is so harmed that the business is forced into 


What's the solution? Accounts Receivable Insurance. It’s absolutely 
essential for every firm which does business on credit. Among other 
things, it pays the money which can’t be collected because records 


Accounts Receivable Insurance is just one of innumerable modern 
coverages offered by American Casualty Company. Acco agents 
have access to the full range of multiple line facil- 
ities— Casvalty— Surety — Fire— Marine—Boiler and 
Machinery—Accident & Health. If you're interested 
in the extremely desirable Acco Franchise, drop a 
line to our Agency Department. 


MERIGCAN GASUALTY 


COAST-TO-COAST BRANCH OFFICE SERVICE 
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Editorial Comment 


Reinsurers As Underwriters—And Partners 


Speaking of underwriting, the best 
reinsurers do the best (and most) un- 
derwriting, just as do the best insurers. 
The reinsurers are constantly visiting 
with their clients and checking, discuss- 
ing and analyzing the kind of business 
they are writing and the results that are 
being obtained from it. (The executives 
of insurers that do well above average 
are out regularly visiting the sources of 
their business, analyzing it, and check- 
ing results.) 

The reinsurer, of course, has to trans- 
act its business and produce results on 
the basis of judgment—trates, reten- 
tions, coverages, etc.—to a greater ex- 
tent, perhaps, than is true of insurers. 
If the reinsurer’s judgment is poor it 
is quickly in the red. There are no man- 
uals in reinsurance. Since the reinsurer 
must rely on judgment, and since judg- 
ment is experience, information and 
thinking, as a whole reinsurers tend 
to do more checking, get more informa- 
tion more frequently, and watch what 
they are doing more closely than in- 
surers. Insurers in general rely more 
on the law of averages, on the experi- 
ence of other insurers writing the same 
kinds of business and on rates that are 


a reflection of the experience of all 
or most companies. They do less indiv- 
idual assessment of risks, of classes of 
risks, of variations in results of writ- 
ing risks at a given rate. 

This explains why insurers rely 
very considerably on reinsurers for 
underwriting guidance. They also rely 
on them for other help, including ways 
to reduce expenses. Insurers often go 
to reinsurers when they need man- 
power of a certain kind. They know 
that reinsurers are well informed. 
They should be. They spend a lot of 
time and travel gathering information 

The competition among reinsurers 
is very keen, too keen, some complain. 
It has always been keen. Over the 
years the reinsurers have had to be 
alert, ingenious, energetic and tough 
minded in order to survive and grow. 
They have had to keep in close touch 
with their insurer clients in order to 
avoid trouble. However, they truly 
share the fortunes of insurers, and they 
don’t wait for several years of good re- 
sults on an account before going to 
the insurer and suggesting renegotia- 
tion at a commission more favorable to 
the client. —K.O.F. 


State Control: Is The Dike Cracking? 


Is the long struggle to preserve state 
reguiation of insurance from federal 
“encroachment” going to be lost be- 
cause the states themselves are not 
much interested in fighting for their 
traditional exclusive supervision of 
the insurance business? 

At least one governor—Meyner of 
New Jersey—not only isn’t putting up 
any fight against letting the federal 
government get into the regulation 
act but has made it clear, in his talk 
at the annual meeting of Life Insur- 
ance Assn. of America, that he thinks 
it would be a good idea for the asso- 
ciation to study with an open mind 
how the business could best be regu- 
lated on a share-the-supervision basis 
by the states and the federal govern- 
ment. 

Gov. Meyner is rated as_ smart, 
progressive, and a leading contender 
for the Democratic presidential nom- 
ination in 1960. If such a man can make 
out a plausible case for sharing insur- 
ance supervision with the federal 
government, isn’t there a good chance 
that other governors, when the ques- 
tion is presented to them, may take a 
similar view? 

Gov. Meyner quoted with approval 
the view that “adequate protection of 
the national public interest in insur- 
ance is not a matter of antagonism be- 
tween state and nation, not a question 
of states’ rights, but one of proper ad- 
justment and distribution of efforts 
between state and nation.” 

Gov. Meyner pointed out that it is no 
longer a question of whether a part of 
the regulatory job should be assigned 
to Congress, for Congress is already 
in the business of regulating insurance 
as well as being in the insurance busi- 


ness itself. Nor is there any question 
that state power is dependent on the 
pleasure of Congress, since the South- 
eastern Underwriters Assn. decision. 

The New Jersey governor quite ob- 
viously believes he is advising a 
course that is in the best interests of 
the insuring public, on the ground 
that dual regulation supplies some- 
thing not to be had with the states-only 
variety. There is also considerable to 
be said for such a stand on grounds of 
realism and political sagacity. After all, 
which governor would seem to have 
the insuring public’s interest closest to 
his heart: The one who is willing to let 
policyholders have the added safe- 
guards of federal control—or the gov- 
ernor who wants to shut out the pre- 
sumably beneficent influence of fed- 
eral regulation? Unluckily, the very 
cogent reasons for keeping the federal 
government as far away for as long as 
possible from insurance supervision are 
pretty technical for the public to ab- 
sorb and at best they lack political sex 
appeal. It could be that Gov. Meyner is 
heading a rather willingly led parade. 

On the day before the governor’s 
talk, Bert W. Levit expressed very 
similar views in addressing San Fran- 
cisco Society of Insurance Brokers. Mr. 
Levit is senior member of the San 
Francisco law firm of Long & Levit 
and has specialized in insurance law 
for 30 years. He hardly seems like an 
alarmist. So when he warns that “the 
question is not whether there will be 
changes in the regulatory pattern, but 
whether and to what extent the indus- 
try will be able to exert an influence 
on the outcome,” he deserves to be 
listened to seriously. 

“The stakes are high, most particu- 


larly for the insurance industry and the 
insuring public,” he told the brokers. 
The industry cannot—for itself, its 
owners or the public—afford to let the 
decision rest upon desires and conten- 
tions of public officials or political sub- 


divisions, however well intentioned 
these may be. 
Asserting that insurance cannot 


achieve an exclusive state regulatory 
pattern, no matter how state laws are 
modified, so long as public law 15 re- 
mains on the statute books in its pres- 
ent form, he suggested that the busi- 
ness may be wasting its time selling a 
philosophy of insurance regulation to 
legislatures of 49 states and might 
better do its hard selling on Pennsyl- 
vania avenue. 

When men of the stature of Gov. 
Meyner and Mr. Levit indicate such 
strong belief that it is not a matter of 
whether federal regulation is coming 
but rather what form it will take, their 
statements deserve thoughtful appraisal 
even by the most outspoken opponents 
of federal regulation.—Robert B. Mit- 
chell, executive editor THE NATIONAL 
UNDERWRITER Life edition. is 





Personals 


Henry Paulman Jr., of Chicago, who 
is well-known to auto claim executives 
for his research into replacement parts 
and replacement time costs, has pro- 
duced an intriguing shoppers’ guide of 
foreign cars for sale in the U. S. The 
booklet pictures 165 models of foreign 
automobiles describing costs, horse- 
power, speed, dimensions and other 
vital information. The booklet is just 
going on sale for $1 at newsstands in 
principal cities. 


Jack D. Taylor, who has been elected 
executive vice-president of Phoenix 
of Hartford and 
its subsidiary Con- 
necticut Fire, 
joined Phoenix in 
1936, was ap- 
pointed assistant 
treasurer in 1937 
and treasurer in 
1939. In 1949 he 
became vice-pres- 
ident and treasur- 
er in charge of the 
company’s invest- 
ment operations. 
Mr. Taylor is a 
director of all the companies in the 
group. 





Jack D. Taylor 


William D. O’Connell, resident man- 
ager The National Underwriter Com- 
pany, Chicago, and Mrs. O’Connell now 
have a brand new _ son, Thomas 
Michael. The O’Connells have another 
boy, Jeffrey. 


Randall Foster, executive vice-presi- 
dent of the Lawton, Byrne & Bruner 
agency of St. Louis, has been honored 
at a luncheon by Ralston Purina Co. for 
his more than 30 years service to the 
Ralston company. In the rather un- 
usual turnabout of a buyer honoring 
a seller, Mr. Foster was presented a 
plaque and three shares of Ralston 
stock. 


Mayor Russell V. Worgess, Battle 
Creek, Mich., local agent, has an- 
nounced his candidacy for reelection 
to head the city government for anoth- 
er two years. He has been mayor since 
April, 1957, and will be a candidate 
at the April 6 municipal election. Be- 
fore being chosen mayor he served 
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six years on the city commission. He 
is a partner in the Worgess agency 
with his father, Percy D., and a broth- 
er, Donald R. Mayor Worgess is im- 
mediate past president of Michigan 
Assn. of Insurance Agents. 


C. L. A. Johnson, for nearly 59 years 
auditor of First National Bank of 
Louisville, on Dec. 12 celebrated his 
100th birthday. He retired at the age 
of 92. Mr. Johnson also was auditor for 
the subsidiary insurance operations of 
the bank, Kentucky F.&M. 


J. F. Walton, president of Gateway 
Underwriters Agency of St. Louis, 
returned home from a trip to England 
in time for the holidays. He called on 
various underwriters at Lloyds in 
London, with whom his firm has had 
business connections. 


Deaths 


E. E. CAMMACK, 77, retired vice- 
president of Aetna Casualty and Stand- 
ard Fire, died. He 
had general super- 
vision of the com- 
panies’ fire and 
marine business 
and was chief ex- 
ecutive officer of 
Automobile for 
approximately 30 
years prior to its 
merger with Aet- 
na Casualty three 
years ago. He was 
also vice-president 
and chief actuary 
of Aetna Life and a pioneer in the 
group field. He had headed the group 
division from its early beginnings until 
his retirement in 1956. He was a direc- 
tor of the three companies. 


SHIRLEY E. MOISANT, 76, local 
agent at Kankakee, IIl., for 56 years, 
died in his sleep at the Kankakee Hotel. 

The dean of insurance men in Kan- 
kakee, Mr. Moisant was widely known 
throughout the state as a past presi- 
dent and past secretary of Illinois 
Assn. of Insurance Agents and pub- 
lisher of the Agents’ Forum, a monthly 
insurance magazine devoted to the 
personal side of the business. 

Mr. Moisant was born at Manteno, 
Ill, and moved to Kankakee with his 
parents 70 years ago. He studied law 
at Kent College in Chicago, but instead 
of going into the legal profession 
joined with another student, Henry 
Ruel, to purchase the insurance busi- 
ness of William Fraser in Kankakee. 





E. E. Cammack 
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That sale took place in January, 1903. 
The following year, Mr. Ruel went 


into law practice and Mr. Moisant 
bought his interest. Ten years later 
Mr. Moisant and Philip Brosseau 


merged their agencies, and in 1920 
Mr. Moisant purchased the Brosseau 
interest. 

Also in 1920, Mr. Moisant became 
the principal owner of the Kankakee 
Daily News which he published until 
1931 when it was merged with the 
Kankakee Daily Republican. 

He was a director of Illinois State 
Chamber of Commerce for 17 years 
and vice-president for eight years. He 
was one of the organizers of Kankakee 
Country Club and was its first secre- 
tary-treasurer. 


Mr. Moisant was president of the 
Illinois agents’ association for two 
years, and then for 28 years was 


secretary-treasurer, serving as one of 
those who kept the association going 
in the less balmy days. 

In 1927, Mr. Moisant founded the 
Agents’ Forum, which featured per- 
sonal items about insurance figures 
and recollections of the past. 

In 1923 when Mr. Moisant marked 
his 50th year in insurance, he was 
given a party by about 70 field men, 
company executives and local agency 
friends, as well as civic and business 
leaders in Kankakee. 


HENRY FOWLKES SR., 62, Birm- 
ingham agent, died there. For years 
he was the senior member of Fowlkes 
& Jones, but for the past five years 
has been with Fowlkes & Jones & Lee 
McGriff, Inc. 


HOWARD PACKER, 82, local agent 
and attorney at Hamilton, Mont., died 
at his home there of a heart ailment. 


EMRI L. STIDHAM SR., retired 
supervising adjuster of Travelers at 
Chicago, died in a hospital there. He 
had been with the company since 1930. 


BRUCE E. PENSINGER, 61, owner 
of the agency bearing his name at 
Decatur, Ill., died suddenly at his 
home. 


LOUIE MILLER, West Virginia 
commissioner for about eight months 
in 1956-57, died at University of Vir- 
ginia Hospital in Charlottesville after 
a brain operation. He was chief deputy 
before succeeding Thomas J. Gillooly. 
A law graduate of the University of 
Chicago, Mr. Miller was in private 
practice at Charleston, W. Va., and 
later was head of the inheritance tax 
division of the state tax department 
before going with the insurance de- 
partment. He served during the transi- 
tion from the Democrats to the Re- 

(CONTINUED ON PAGE 12) 
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Pacific Natl. Group, 
Occidental Of Cal. 
Exchange Board Seats 


In an exchange of board seats be- 
tween Transamerica Corp. owned in- 
surers, John A. Steel, president of Pa- 
cific National group, has been elected 
a director of Occidental Life of Cali- 
fornia, and President Horace W. Brow- 
er of Occidental has been named to 
the board of Pacific National Fire. 

Mr. Brower is also a director of 
Transamerica Corp., and Mr. Steel is 
a director of all companies of Pacific 
National group. 


FUAP Changes Name 


Fire Underwriters Assn. of the Pa- 
cific has announced that the member- 
ship of the 83-year old organization has 
approved the change of its name to 


Insurance Underwriters Assn. of the 
Pacific. 
According to President John A. 


Bunting, the change evidences recog- 
nition of trends in the business and 
of the increasing activities of the asso- 
ciation far beyond its original fire 
insurance background; activities which 
include its 7,300 volume library, its 
class programs in both San Francisco 
and Los Angeles and its branch library 
in the latter city, its pending Agents 
School of the Far West, and its co- 
operative efforts with field associa- 
tions and agents groups throughout the 
Pacific area; all of which are directed 
toward training the personnel of com- 
panies and producers in multipleline 
operations from original indoctrina- 
tion to studies in management. 

The association will retain the tra- 
ditional red Maltese cross as its sym- 
bol, beneath which will be the words, 
“Insurance Education Since 1876.” 
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Personal Injury Awards 
Leap Higher Faster 
Than Cost Of Living 


The amount of money in personal 
injury awards, is leaping upward at a 
much faster pace than the cost of liv- 
ing, according to a special study re- 
leased by Assn. of Casualty & Surety 
Companies. 

From 1947 to 1957 there was an in- 
crease of 200% in the average sum 
awarded by juries in personal injury 
suits tried in Cook County, IIl., Roy L. 
Davis, midwestern manager of the as- 
sociation reported. He said similar or 
greater increases have occurred in 
other metropolitan areas. In contrast, 
the U. S. Consumer’s price index for 
cities advanced only 26% during the 
same period. 

The Cook County study shows that 
the average jury award in circuit 
court personal injury cases in 1947 
was $7,690. It climbed to $12,093 in 
1952, and rocketed to $31,397 in 1957. 
The ll-year increase was 308%. In 
superior court, the 1947 average ver- 
dict was $9,566. It rose to $11,822 in 
1952 and soared to $21,010 in 1957, for 
an ll-year increase of 120%. 

The U. S. consumer’s price index, 
which measures the average change 
in prices of goods and services pur- 
chased by urban wage earners and 
clerical worker families, was 95.5 in 
1947, 113.5 in 1952 and 120.2 in 1957, 
for an over-all increase of 26% 

Confirming results of the Cook 
County study, a survey by the New 
York Judicial Conference shows that 
the average verdict in that state has 
more than tripled since 1941, and in 
certain areas has gone up as much as 
486% 


New York Survey Results 


“Mounting claim costs and the in- 
creasing number of accidents have put 
automobile insurance companies hun- 
dreds of millions of dollars into the 
red over the past decade,” asserted 
Mr. Davis. “In 1957 alone, automobile 
liability insurers paid out $116.70 for 
every $100 of earned premiums 
throughout the country. If companies 
are to continue fulfilling their purpose 
of providing protection against finan- 
cial disaster, either their losses must 
be reduced or insurance premiums in- 
creased substantially.” 

Mr. Davis said that last year there 
were 11,300,000 traffic accidents, 
causing 38,000 deaths, 2,525,000 per- 
sonal injuries, an economic loss of $7,- 
250,000,000 and untold human misery 
and grief. 

“Relief will come,” he stressed, 
“only when the general public realizes 
it is paying the premiums that must 
cover extravagant jury awards, pad- 
ded claims and needless traffic acci- 
dents. 


Conferms 


Deans & Homer Appoint 
McGuire Special Agent 


William L. McGuire has been named 
special agent in the Seattle service 
office of Deans & Homer, general 
agents. Mr. McGuire will assist State 
Agent Lucius A. Burwell in the west- 
ern Washington field. 

Mr. McGuire has been with Atlas 
for many years in southern California 
and more recently in Seattle. He has 
also had experience with Pacific Fire 
Rating Bureau. 

Deans & Homer’s Seattle office will 
be at 844 Dexter Horton building. 

William L. Griffin, special agent at 
Spokane, will service Atlas agents in 
eastern Washington and_ northern 
Idaho. 
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Movie Star Rejects Role, Sets Off Legal Chain 


California second district court of 
appeals has upheld a superior court 
of Los Angeles county which awarded 
a judgment to Russ-Field Corp., mo- 
tion picture producers, under a uni- 
que indemnity coverage—‘Feature 
Motion Picture Errors and Omissions 
insurance for Studios and/or Distri- 
putors”’—written by Lloyds. The case 
js reported in 9 CCH (Fire & Casu- 
alty) 744. 

Russ-Field owned the motion pic- 
ture rights to a literary property en- 
titled “The Most Dangerous Game.” 
Early in 1955, the company engaged 
Henry Tatelman as producer and au- 
thorized him to supervise the produc- 
tion of a film based upon that story. 
In February, 1955, Tatelman em- 
ployed Robert Wilder, a screen writ- 
er, who drafted a script for the pic- 
ture, which was to be called “Run 
for the Sun.” Tatelman also engaged 
other personnel, including a director 
and actors. One of the latter was Leo 
Genn. 

Mr. Genn, a resident of England, 
was under contract to render his 
services as an actor for the Genn Co., 
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and Mr. Tatelman negotiated for his 
services through the William Morris 
agency, which acted as agent for Mr. 
Genn and the Genn Co. Mr. Tatelman 
submitted the Wilder script, which 
was designated as a first draft screen 
play, for Mr. Genn’s examination. In 
August, 1955, the Genn Co., acting 
hrough the Morris agency, entered 
into an oral agreement with Russ- 
field to furnish the services of Mr. 
enn to portray the role of one 
Martel” in the Wilder script. Russ- 
ield agreed to pay Genn $3,500 per 
week for a minimum of 10 weeks and 
o furnish round trip transportation 
rom London to Mexico City, as well as 
ther emoluments. 


The Plot Thickens 


Later, because of censorship prob- 
ems and in order to secure a desir- 
ble director, Russ-Field employed 
Dudley Nichols to revise and rewrite 
he Wilder script. There was no ex- 
ress provision in the agreement with 
enn giving him the right of script 
pproval. Tatelman had the script 
evised on the assumption and in the 
belief that, following common custom 
n the motion picture industry, the 
roducer had the right to control the 
cript and to make such changes as 
ne thought desirable. Both Tatelman 
nd Nichols testified that they did not 
ticipate any objection by Genn to 
he changes made in the Wilder script 
which he had read. 
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Although the Nichols’ screenplay 
substantially retained the story line 
and plot of the first script, the name 
of the character Genn was to play 
was changed from “Martel” to 
“Browne,” and his nationality and 
characterization were changed from 
that of a German Nazi official to that 
of an English traitor. The Nichols 
screenplay was completed late in 
October, 1955, and Russ-Field ar- 
ranged to start shooting on or about 
Oct. 31. Meanwhile, on Oct. 17, the two 
policies of insurance which became 
the subject of legal action were issued 
to Russ-Field. The policies indemni- 
fied the producers for 90% of certain 
enumerated losses which might be 
sustained in connection with the pro- 
duction and distribution of “Run for 
the Sun.” 


Star Balks 


On or about Oct. 21 Genn arrived in 
Los Angeles from England and was 
furnished with a copy of the final 
draft of the screen play as revised. 
At a meeting on Oct. 22, Genn informed 
Russ-Field’s representatives that the 
changed role of “Browne” was not a 
proper vehicle for his artistic talents 
and would impair his reputation and 
standing. Genn refused to accept the 
part, but said he was ready to per- 
form the role of “Martel” based on 
the original script. This was the first 
indication that Russ-Field had of 
Genn’s objections to the revisions in 
the script. 

In the meantime Russ-Field had 
already made arrangements to begin 
principal photography on the film 
Oct. 31. Russ-Field offered to attempt 
to make changes in the revised script 
to overcome Genn’s objections, but he 
remained adamant in his refusal to 
appear unless the picture was based 
on the original Wilder script. Russ- 
Field thereupon employed another ac- 
tor to play the role of Browne. 

On or about Nov. 1, Genn Co. made 
a claim against Russ-Field, alleging 
that the latter had breached its obli- 
gations under the contract whereby 
Genn was employed, and demanded 
payment of $35,000, plus traveling and 
living expenses in excess of $4,000. 
On Nov. 7 Genn Co. brought legal 
action against the producers for ap- 
proximately $39,000 with interest and 
costs. Russ-Field immediately notified 
the insurers of the claim and legal 
action by Genn. Co. On March 12, 1956, 
the insurers advised the producers 
that the insurance did not cover the 
claim sought by Genn Co. 

After attorneys for Russ-Field in- 





vestigated the circumstances involved 
in the Genn Co. claim, they recom- 
mended that an attempt be made to 
settle the case on a reasonable basis. 
On May 9, 1956 Russ-Field therefore 
paid to Genn Co. the sum of $11,500 
as a compromise settlement of the 
claim. Russ-Field then brought action 
against London Lloyds and after a 
non-jury trial, judgment was re- 
turned for $11,250, representing 90% 
of the settlement with Genn, plus the 
reasonable value of attorney’s serv- 
ices as provided in the policy. 

The trial court found that Russ- 
Field had notified the insurer im- 
mediately on _ receiving notice of 
Genn’s claim, that the compromise 
settlement was made in good faith, 
that it was reasonable in view of the 
facts, and that Russ-Field neither 
knew nor should have known of the 
claim when applying for insurance or 
on the effective date thereof. The 
court also held that the policies pro- 
tected Russ-Field against loss result- 
ing from breach of contract rights 
either commitied or allegedly commit- 
ted by them. The court expressly re- 
frained from finding whether Russ- 
Field actually breached the contract 
with Genn, but found that if there 
were such a breach, it was not in- 
tentional, willful or deliberate, but 
one which resulted from negligence 
in the ordinary course of business. 

On appeal, London Lloyds contended 
that the insured event occurred prior 
to Oct. 17, 1955, the effective date of 
the policy, and that the loss therefore 
was not covered. The insurer also held 
that the changes in the script were 
material and that they were made 
before the effective date of insur- 
ance. The alleged breach of contract 
or the alleged negligent act, error or 
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omission therefore occurred before 
the coverage became effective. 

The appeals court noted that this 
contention was based upon two pre- 
mises: (1) That under the terms of 
the policy the insured event consisted 
of the acts or omission of the insured 
giving rise to the claim rather than 
the making of the claim itself, and 
(2) that the acts and omission which 
gave rise to the claim were the mak- 
ing of material changes in the movie 
script without obtaining Genn’s ap- 
proval, all of which occurred before 
Oct. 17, 1955. 

Neither of these premises was 
sound, the appeals court ruled. The 
first ran counter to the trial court’s 
interpretation of the insurance con- 
tract—an interpretation well sup- 
ported by legal precedent. The sec- 
ond premise was factually erroneous 
because it was after the effective date 
of insurance that Genn declared his 
refusal to portray the role of 
“Browne” in the revised script and 
Russ-Field refused to return to the 
original screen play. It was approx- 
imately two weeks after the effective 
date of the policy that Russ-Field 
hired a substitute for Genn and pro- 
ceeded with the film without his 
services, the court noted. 

The appeals court noted that this 
that the insurer was not obligated to 
defend insured against asserted 
claims. But when the insurer denied 
coverage and disclaimed liability, in- 
sured acquired the right to make any 
reasonable and bona fide compromise 
of the claim against it. The insurer 
did not agree to indemnify against 
liability but rather against 90% of 
the loss arising from the making of 
a claim alleging negligent act, error 
or omission or breach of contract. 
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By KENNETH O. FORCE 


Though the majority of professional 
reinsurers in the United States will 
be in the red on their 1958 operations, 
those reinsurers that do most of the 
business expected to end the year 
‘with an underwriting gain. At the 
three-quarter mark, six of the 20 re- 
insurance facilities, including foreign 
organizations operating through U. S. 
branches or U.S. companies, were in 
the black on their combined loss and 
expense ratio. The other 14 were over 
the 100 mark, and the figures ran up 
to 112. 

Underwriting results should be one 
or two points better for the half dozen 
largest reinsurers than they were in 
1957. However, this will vary, and 
there is a distinct note of caution on 
the part of reinsurance executives, 
which, on examination of 1958 results, 
seems entirely warranted. An analysis 
of the situation is presented below. In 
reality, if it had not been for a good 
year on two miscellaneous lines, hail 
and surety, most of the American re- 
insurance operation, dollar wise, 
would have been in the red. 


Volume Up Five Points 


Premium volume for the U.S. re- 
insurers should be about five points 
above 1957. This is regarded as re- 
sulting almost entirely from the rise 
in premiums experienced by primary 
insurers from rate increases in fire 
and casualty lines. 

However, undoubtedly the most in- 
teresting development of the past year 
does not concern U. S. reinsurance at 
all but London Lloyds. The deteriora- 
tion of experience of Lloyds under- 
writers on U. S. business has involved 
both reinsurance and direct business. 
One syndicate got into financial dif- 
ficulties, and reports reaching the 
U. S. are that the assessment against 
the individual names that comprise 
(or comprised) the syndicate may run 
as high as 9,000 pounds. Beyond that, 
though, at least three other syndicates 
heavily involved in American com- 
mitments are said to be hard hit. 

Oddly enough, while American re- 
insurers are interested in this devel- 
opment and generally agreed on the 
reasons for it, they show little interest 
in the business that is being cut loose 
by Lloyds in this country or in those 
risks that are being rated up so sub- 
stantially that they may be back in 
the market. This may be due partly 
to the fact that business is being 
jettisoned because it is bad, or it is 
bad at the reduced price at which 
Lloyds has been writing it. Yet some 
of the business is said to be good and 
is being cut off because some of the 
Syndicates have become _ over-ex- 
tended and do not have the capital 
to handle it. 


Disinterested In The Opportunity 


In any event, reinsurers seem dis- 
interested in Lloyds’ difficulties as an 
opportunity to add premiums. Perhaps 
the reason for this is that American 
reinsurers began to get their bumps 
with American business several years 
ago and at that time took those steps, 
which included boosting the primary 
insurer’s retentions, increasing the re- 
insurance premiums, checking the in- 
surer’s claim files periodically to dis- 
Cover the claims that were likely to 
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reach the reinsurer but that hadn’t 
been reported to it by the insurer, 
etc. Since Lloyds business in this 
country, even reinsurance, tends to 
be price conscious business, American 
reinsurers are not likely to rush out to 
bid for it. (Of course, American re- 
insurers are customers of Lloyds, as 
well as competitors.) 

Yet it is hard to believe that what 
appears to be a substantial tightening 
of the Lloyds market and a substantial 
rise in its prices will not considerably 
influence the reinsurance business 
(as well as the direct business) in 
this country for some time to come. 
Certainly what Lloyds already has 
done in the U. S. (and further steps 
are expected to be taken) will affect 
the climate in which reinsurers nego- 
tiate and underwrite their business in 
the next year, perhaps for several 
years. 





A SAD SAGA 


U. S. business has hit Lloyds hard: 
Excess of self insurance, workmen’s 
compensation, casualty lines general- 
ly, but physical damage as well. One 





of the most recent jolts is a theft of 
jewelry from a Chicago hotel which is 
reported at more than $1 million. In- 
surers with reinsurance in London, 
especially casualty lines, are looking 
for American accommodations as 
Lloyds cancels or does not renew. 

The annual audit at Lloyds is ex- 
pected to show one of the worst 
years in history on American busi- 
ness. Another report puts the situa- 
tion this way: The five lead under- 
writers on American business have 
been reduced to three. One of the three 
has increased rates quite substantial- 
ly on American business, another is 
picking up business he wants as the 
high rates cause risks to leave No. 
1, and the third seems to be marking 
time. 


Lot Of Business Cast Adrift 


No one can tell (except Lloyds) 
how much business is being cut loose 
in the U. S. It is also impossible to 
determine how many binding author- 
ities of U. S. brokers have been with- 
drawn or sharply restricted. Some 
business is being cancelled, notably 
workmen’s compensation and liability, 
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Reinsurers Have Fair 1958 Results But Are Not 
Optimistic; Lloyds Hard Hit By U.S. Business 


which Lloyds has been writing freely 
at low rates. On the west coast, for 
example, Lloyds was reinsuring WC 
risks at 24%% when American rein- 
surers were charging 742%. Losses 
finally caught up. 


Still Writing A Lot Of Business 


However, whatever the limits of the 
situation, it would be a mistake to 
assume from it that Lloyds is not 
continuing to write a lot of American 
business and will continue to be a 
tough competitor. But it is certain 
that Lloyds’ rates will go up if they 
have not already done so, that they 
will underwrite more cautiously, and 
that they are going to have more re- 
spect for reserving, both for premiums 
unearned and losses, than in the past. 

American underwriters have several 
explanations for the difficulties in 
London: Substantial rate discounts in 
comparison with U. S. insurers and 
reinsurers; in some instances broader 
contracts; use of claim reserve for- 
mulas that may be realistic for marine 
and fire but not for any form of li- 


ability; reserving 65% for unearned 
(CONTINUED ON PAGE 38) 





Lloyds’ Syndicate 
Is In Difficulties 


The Economist of London in the 
Dec. 13 issue comments on the diffi- 
culties of the Roylance syndicate at 
Lloyds: 


It has been generally known for 
more than a year that a large syndi- 
cate at Lloyds had run into difficul- 
ties and that the Committee of Lloyds 
had had to make special arrange- 
ments for its management. The syn- 
dicate was started about 40 years ago 
by Col. Roylance— a much respected 
member of Lloyds and in the days of 
his active control its results were al- 
ways good. It grew in numbers and 
reached a total of over 100 names, of 
whom a considerable proportion were 
men working in various capacities in 
the Lloyds market. It did no marine 
underwriting and specialized in third- 
party business; but for many years it 
kept clear of American risks—a rule 
laid down by Col. Roylance as a mat- 
ter of policy, which (if it had been ad- 
hered to) would presumably have 
prevented the present trouble. 

But Col. Roylance had as his dep- 
uty an ambitious young man named 
Braiby, who chafed at the restraint 
and kept pleading with his employer 
to let him launch out in the American 
market. Col. Roylance, who is now a 
septuagenarian, began to leave more 
of the underwriting to Mr. Braiby. At 
last he gave way and the syndicate 
started writing American risks. 

If the change of policy had been 
made at the height of Col. Roylance’s 
business activity, probably no harm 
would have been done. He would have 
seen to it that things were done in 
the right way, with adequate carry 
forwards for unsettled losses. But Mr. 
Braiby was more optimistic in his 
valuation of outstandings and (as now 
appears) the sums he set aside to 
meet them were for some years inad- 
equate. 

This inadequacy was discovered 
(CONTINUED ON PAGE 32) 


Reinsurer Results 
On Continent 


By L. TYTENS 


Should reinsurance and insurance 
thrive on underwriting profits? If one 
considers all round results, this is 
not, apparently, what happens. Take, 
for illustration, results on Swedish 
business: Reinsuring in 1956 an aver- 
age 43% of gross premiums, the 
over-all underwriting loss ratio on 
the net retained account is just 
under 1.8, while investment revenue 
amounts to 9.65%. The latter class 
of earning wipes out in almost every 
case the underwriting deficit. Worth 
recording is the fact that the deficits 
in all cases are well below 10%, the 
worst being, for one leading company, 
an over-all underwriting deficit of 7% 
(based on earned premiums). 

Sweden, taking into account the 
limited number, 29, of foreign com- 
panies operating there, may be con- 
sidered a closed market, controlled 
by about 15 groups of companies, 
some of them owning or operating 
one of the 12 professional reinsurance 
companies. 


Much Home Business Reinsured 


The volume of premiums written 
in Sweden by foreign companies, 
mainly marine and fire business, is 
less than 9% of the total of those 


two classes. In contrast to this, 
Swedish companies operating abroad 
collect about two-thirds of the 


amount of business taken out of 
Sweden by the direct underwriting 
of foreign companies. This build-up 
of the market necessitates the writing 
of large commitments, mainly on fire 
and marine risks, by national com- 
panies. This explains why such a 
large fraction of the home business 
is reinsured. 

Considering the spread of this 
large amount of reinsurance, I find 
that only 58% of it goes to rein- 


surance abroad. Much of it is against 
reciprocity. Over a period of six 
years there is a small credit balance 
on those operations, as far as results 
and volume of business are con- 
cerned, in favor of Swedish compan- 
ies. 

There is a noteworthy discrepaney 
between the commission terms. The 
Swedes receive an average of 25% 
on the business they cede abroad and 
pay an average of 32% on _ the 
business they receive in exchange, 
but this may arise out of the non- 
comparable composition of the incom- 
ing and outgoing business. It is quite 
possible that the incoming business 
is composed of balanced, orthodox 
treaties, mainly fire; and it must be 
expected that the outgoing business 
would embody unorthodox treaties 
and unbalanced fire and marine 
treaties—the normal market for some 
classes of this business being Lloyds. 


National Companies Exchange 


About 42% of the reinsured busi- 
ness stay with Swedish insurers, 
implying an important exchange of 
business between national companies. 
The final outcome of this is that a 
considerable amount of reinsurance 
commission would make an _ assess- 
ment of direct technical result rather 
impossible, since this reinsurance 
commission must operate either to 
decrease the cost of production or the 
cost of claims, even if due note is 
taken of expenses involved in the 
handling of those reinsurances. It 
should be added that fire business is 
apparently sound in Sweden, since 
over a period of seven years only 
1956 was in the red, to the extent 
of about 4%. 

Automobile business, as far as 
volume of premiums is concerned, 


has outgrown all other sections in 
(CONTINUED ON PAGE 35) 
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Like comparisons? During the time it takes to run off a 
fast mile race, insurance companies pay out over $13,000 
in auto liability claims. The public is penalized to the 


extent of twelve traffic injuries during that period, suf- 
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Ways Insurer Can Streamline Its 
Reinsurance Accounting—And Save 


By K. J. URBAN 


(The following § article, entitled 
Streamlining Reinsurance Accounting, 
appeared in the October issue of The 
Interpreter, publication of Insurance 
Accounting & Statistical Assn. Mr. 
Urban is vice-president of North- 
eastern, the reinsurance company that 
is a member of the Hawkeye-Security 
group.) 


Because of the recent years of high 
loss ratios and mounting costs of op- 
erations, a large number of insur- 
ance companies have become expense 
conscious. Of necessity many have 
formulated and carried out programs 
to cut operating overhead to a bare 
minimum. These programs have in- 
cluded, among other things, the re- 
finement and streamlining of antiquat- 
ed office methods and _ procedures 
which were being carried on over the 
years solely because they were satis- 
factory 10 or 20 years ago. No facet 
of the insurance industry can afford 
to stand still in this age of atomic 
energy and electronics. 

Among the operating experiences is 
the hidden cost of reinsurance as it 
takes up time and represents a share 
of overhead. It is a “hidden cost” as 
in most instances it is impossible to 
allocate with any degree of accuracy 
the costs of processing reinsurance 
cessions and loss recoveries, especially 
as relates to items such as rent, light, 
equipment expense, etc. It becomes 
apparent that the expense factor in 
reinsurance, the place to attempt to 
economize, is in the cost of the detail 
work required by a particular rein- 
surance program. 


Bordereaux Elimination Helps 


The elimination of reinsurance 
bordereaux has been of considerable 
savings and few, if any, professional 
domestic reinsurance companies re- 
quire this costly itemization of pre- 
miums and losses. The insurance de- 
partments have been of assistance in 
that the convention annual statement 
no longer requires a schedule of re- 
insurance premiums and losses by 
state. These are small items in them- 
selves, but nevertheless help reduce 
the “hidden cost” factor of reinsur- 
ance. 

Some types of reinsurance, by their 
very nature, require more detail than 
others, and obviously all details can- 
not be eliminated, regardless of the 
type of reinsurance. Explore the vari- 
ous types and see what improve- 
ments can be made in each, and also 
if a change to a program requiring 
less detail might be feasible. 

These are two basic types of rein- 
surance, that is, pro rata and excess, 
and every program must be either 
one or the other, or a combination of 
both. The most popular form of pro 
rata reinsurance today is the first sur- 
plus treaty. Without question there is 
a goodly amount of detail work in- 
volved which is necessary for the ef- 
ficient operation of the treaty and be- 
cause the reinsurer has to file an 
annual statement. 


Reducing Facultative Cessions 


One way to reduce the detail work 
connected with pro rata reinsurance 
is to eliminate as much as possible 
the facultative cessions which involve 
the largest amount of detail work and 
cost. The best solution is not to cede 
on a facultative basis, but since this 
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is generally not feasible, the best al. 
ternative is to obtain a semi-faculta 
tive or general surplus treaty. This 
type of arrangement is completely ay. 
tomatic and operates like any othe 
surplus treaty except the ceding com. 
pany is under no obligation to cede 
but once they elect to cede, the re 
insurer is obligated to accept. All gf 
the individual typings and certificate 
handlings are thus eliminated, to say 
nothing of the time saved in placing 
facultative cessions. 

Another method of saving detail 
and cost is using a percentage system 
of accounting for pro rata surplus ces. 
sions. In general the procedure is to 
mark the daily reports with the per. 
cent of reinsurance to be ceded, in. 
stead of amount of cession and rein. 
surance premium. The percentage of 
cessions could be arranged in multi- 
ples of five ranging from 5% to 
100%, or could be expanded to multi- 
ples of 242% if necessary. Any closer 
figuring than multiples of five makes 
little difference when thinking ip 
terms of averages of large numbers, 
The mechanical and accounting oper- 
ation is relatively simple, as all of the 
usual statistical information _ js 
punched regardless of reinsurance 
having been effected. In addition to 
the normal statistical information 
the punch card should indicate a code 
for the particular treaty involved and 
the percentage of reinsurance being 
ceded. 


Savings By Machine 





From this point forth, the creation 
of the “reinsurance card” may vary ac- 
cording to the machine equipment 
and statistical procedures of the ced- 
ing company. If the card being used 
for statistics has _ sufficient space 
available it would be possible to run 
the gross card through a punch calcu- 
lator and have the reinsurance pre- 
mium computed and punched into the 
same card. This card would then 
show the gross premium along with 
all of the statistical information. An- 
other method of producing “reinsur- 
ance cards’ would be to sort out of 
the total cards only those that indi- 
cate reinsurance cessions. These cards 
would then be reproduced in skeleton 
form and run through the punch cal- 
culator for computation of the rein- 
surance premium. This procedure can 
be accomplished either on an individ- 
ual card basis or in summary form, 
whichever is most convenient to the 
ceding company. This can be re- 
fined, depending on the available 
equipment. With the newer electron- 
ic type equipment it is possible to 
eliminate the sorting step as well as 
combining the reproduction and cal- 
culation steps. 


Develop Losses Along Same Lines 


The losses to be recovered from re- 
insurance can be developed along 
the same lines, by merely showing on 
the source document the treaty code 
and the percentage of reinsurance, as 
was noted at the time the claim de- 
partment examined the daily report. 
From this point, the processing of 
the loss cards and creation of rein- | 
surance recovery cards would follow 
along the same lines as outlined for 
the premium cards. 

When thinking in terms of process- 
ing reinsurance cards on excess of loss 
treaties, most companies are primarily 
(CONTINUED ON PAGE 41) 
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Nuclear Insurance Program Developed 
In 1958 Is Great Industry Achievement 


By JOSEPH P. GIBSON Jr. 


President 
American Mutual Reinsurance 


The year 1958 saw the accomplish- 
ment of the impossible. 

To foster the growth of private en- 
terprise in the insurance business, the 
entire fire and casualty insurance in- 
dustry developed a program of insur- 
ance to meet the demands of the atom- 
ic age. By means of coinsurance and 
reinsurance, stock and mutual fire and 
casualty companies developed an un- 
derwriting capacity which five years 
ago would have been thought impos- 
sible. 


Added To Capacity 


United States fire and casualty com- 
panies have developed a net domestic 
capacity of $85 million per location 
for an atomic risk. With the addition 
of reinsurance capacity from markets 
in 20 foreign countries, a total capac- 
ity of $i25 million per location is now 
available. 

Sixty million dollars of insurance 
supplies the underlying liability cov- 
erage on atomic reactors over which 
the Price-Anderson bill provides $500 
million of public indemnity. 

Physical damage coverage in the 
amount of $65 million per atomic 
risk is available at any one location. 

The atomic energy insurance pro- 
gram produced many innovations. On 
the liability side, the policy contains 
a single limit applicable to third party 


bodily injury or third party property 
damage or both combined. The policy 
limit includes loss adjustment ex- 
penses with the loss itself. The policy 
is continuous in coverage, with the 
maximum limit available only once 
during the life of the policy. The 
policy carries a long term retrospec- 
tive rating endorsement, which sweeps 
all atomic risks into a single compu- 
tation for any one calendar year. 
Perhaps the most interesting fea- 
ture of the liability policy is the defi- 
nition of the insured. This definition 
includes not only the named insured, 
but any other person or organization 
with respect to his legal responsibil- 
ity for a nuclear incident. Even the 
tort-feasor is an insured under the 
policy. The only exclusions from the 
definition of insured are the federal 
government or any of its agencies. 


Notes Reasons For Departure 


Good and sufficient reasons support 
this departure from traditional under- 
writing. To prevent an unknown and 
unlimited accumulation of liability, it 
was necessary to take out from all 
normal liability policies, liability with 
respect to radioactive contamination. 
By means of standard nuclear exclu- 
sion endorsements, coverage was 
transferred from the regular liability 
policies to the nuclear energy liability 
policies which are issued exclusively 
by the atomic pools with $60 million 
of capacity available per location. 

For physical damage coverage of nu- 


clear risks, a new package policy was 
created. It insures against radioactive 
contamination and all other risks of 
direct physical loss, subject to stated 
specific exclusions. None of the exist- 
ing rating bureaus had power or ju- 
risdiction over such a policy and, 
therefore, the Nuclear Insurance Rat- 
ing Bureau was created to serve this 
policy. Creation of NIRB was a new 
landmark in cooperation between 
stock and mutual fire insurance com- 
panies. 


Program Stimulated Cooperation 


One of the most significant and val- 
uable by-products of the entire atomic 
energy insurance program is_ the 
splendid cooperation between the var- 
ious types of fire and casualty insur- 
ance companies. Perhaps the future 
will see this cooperative spirit har- 
nessed to provide larger reinsurance 
capacity for fire and casualty risks 
other than atomic. 

The next session of Congress may 
well provide a new challenge and an 
additional incentive for joint effort be- 
tween the companies. The Department 
of Defense will undoubtedly introduce 
into the 86th Congress an indemnity 
bill similar to the Price-Anderson bill. 
Similar legislation may be required to 
implement the space act of 1958. 

The adaptation of atomic power to 
ocean going vessels appears to be a 
natural. Should the NS Savannah now 
under construction prove to be suc- 
cessful, the insurance industry will be 
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faced with the necessity of furnishing 
high limits for protection and incem. 
nity on atomic powered merchant ves. 
sels. This points up the need for an 
international agreement to limit thirg 
party liability. The Warsaw Conven. 
tion of 1929 may provide a precedent 
for such action. However, the ap. 
proach to the current problem is to 
limit the over-all liability of the in. 
sured party, rather than to restrict the 
amount of indemnity which any one 
claimant may collect for bodily in. 
jury. 

There is evidence that assistance 
granted by foreign countries to de. 
velop our $125 million of capacity on 
an atomic risk will require reciprocity, 
The American market is now being 
explored to discover the amount of 
capacity that may be available for the 
national pools of foreign countries, 
Negotiations are already under way 
with the Nuclear Insurance Assn. of 
Canada to provide the Canadian mar- 
ket with additional capacity by way 
of reinsurance. Early in December a 
delegation from Japan visited _ this 
country for information to assist the 
establishment of an atomic _insur- 
ance pool by the Japanese. 


International Basis As Well 


Reinsurance is a simple and flexible 
vehicle for the transaction of multiple 
line insurance on an international as 
well as a national basis. 

Repercussions of the atomic energy 


insurance program appear on the do- | 


mestic scene. In many states fire in- 
surance is written under a statutory 
policy. While standard nuclear exclu- 
sion endorsements have been adopted 
for attachment to physical damage 
policies, yet, there is no certainty that 
these are effective until we have legal 
precedent on which to rely. Reinsur- 
ers of catastrophe covers will rest 





AMERICA’S OLDEST REINSURANCE GROUP 


ESTABLISHED 1900 














SKANDIA 


INSURANCE COMPANY 





THE 


PRUDENTIAL 


INSURANCE COMPANY 
OF GREAT BRITAIN 


































J. A. MUNRO, PRESIDENT 


MULTIPLE LINE ADMITTED REINSURERS 


90 JOHN STREET 





HUDSON 


INSURANCE COMPANY 


THE 








NEW YORK 38, NEW YORK 


WHITEHALL 3-9484 












































26, 1953 


urnishing 
1 indem. 
lant ves. 
d for an 
mit thirg 
Conven. 
yrecedent 
the ap. 
em is to 
' the in. 
strict the 
any One 
dily in. 


ssistance 
s to de. 
acity on 
-iprocity, 
w being 
nount of 
e for the 
ountries, 
der way 
Assn. of 
ian mar- 
by way 
ember a 
ted this 
ssist the 

insur- 


flexible 
multiple 
ional as 


> energy 
the do- 
fire in- 
‘tatutory 
r exclu- 
adopted 
damage 
nty that 
ve legal 
Reinsur- 
rill rest 


—] 








December 26, 1958 


much easier once the courts rule that 
the word fire, as used in a fire insur- 
ance policy, does not mean atomic fis- 
sion. 

Getting down to business as usual, 
casualty reinsurers may well review 
their workmen’s compensation loss re- 
serves, as the philosophy of the wel- 
fare state takes root in certain areas. 
The industrial accident commission in 
one state has seen fit to send notices 
to claimants who have had claims set- 
tled in the past on a schedule basis 
under workmen’s compensation insur- 
'ance to file for a reopening of their 
case and a reappraisal of compensation 
due. It is obvious that the reopening 
of such cases will call for additional 
payments, producing increased losses 
to the insurers and reinsurers. Once 
more this emphasizes the difficulty of 
doing insurance business under a state 
government of men rather than laws. 

In a number of states it is permis- 
sible for the claimant to sue the liabil- 
ity insurer as well as the insured. But 
the state of Illinois has gone one step 
further. In the case of Terry vs Fish- 
er, the Illinois supreme court held 
that policy limits must be disclosed in 
discovery proceedings in civil action 
for bodily injury. Should this proce- 
dure spread generally to other states, 
it will operate to raise the amounts of 
compromise settlements, which means 
that the reinsurers will pay the addi- 
tional cost. 


Decision Gives Ray Of Hope 


Some ray of hope, however, may 
be found in the case of Gallimore vs 
Dye in which U. S. district court in 
eastern Illinois held that policy limits 
need not be disclosed in discovery pro- 
ceedings in civil action for bodily in- 
jury. The district court went on to 
explain that disclosure of the limits 
has nothing to do with the merits of 
the case and amounts to illegal search. 
This decision strikes a responsive 
chord with claim men. If disclosure 
of policy limits is pertinent to an ac- 
tion by a claimant, then it would seem 
that disclosure of the bank balance 
and any other assets that a defendant 
may have is just as pertinent. 

And then there is inflation. which 
like the poor we always have with us. 
Reinsurers on excess of loss contracts 
are especially sensitive to the devas- 
tating effects of the dwindling dollar. 
Unless the dollar retention under ex- 
cess of loss contracts is increased pe- 
tiodically to keep pace with the de- 
creased purchasing power of the dol- 
‘lar, the reinsurer is carrying the en- 
tire penalty of inflation. In these days 
with a constant retention under an 
,excess of loss contract, a reinsurer’s 
only relief is through a steadily in- 
creasing rate. Obviously, more rein- 
-surance dollars are needed, for it takes 
_ reinsurance dollars to settle the 








Is Increasing The Capacity 


Multiple line underwriting is in- 
creasing the capacity of the American 
feinsurance market. Fire companies 
are scrambling to get into the casualty 
business. Casualty companies are mov- 
ing into the fire business. And the 
multiple line companies are casting a 
covetous eye at the illusive pot of 
gold at the end of the reinsurance 
rainbow. 

This is as it should be and to the 
good. Reinsurance never was and no 
longer is a mysterious procedure in- 
idulged in only by so-called profession- 
al reinsurers for making quick and 
easy profits. Reinsurance always was 
and still is a simple device for spread- 
ing the risk. There is plenty of room for 
all comers, and competition will see to 
it that only the fit survive. 
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London Should Abjure Business US. 
Insurers Want, Stick To Reinsurance 


It is not a good thing that underwrit- 
ers should try to do direct business 
which the Ameri- 
can market is pre- 
pared to accept 
because this activ- 
ity will build up a 
dividing wall be- 
tween the Ameri- 
can and British in- 
surers, Ben D. 
Cooke, head of B. 
D. Cooke & Part- 
ners Ltd. in Lon- 
don and of Agency 
Managers Ltd. in 
New York, said in 
a talk at a meet- 
ing of Insurance Institute of Kingston- 
upon-Thames, a branch of Insurance 
Institute of London. Mr. Cooke dis- 
cussed a number of aspects of “Ameri- 
can Non-Marine Business in London.” 

When he first went to Lloyds 40 
years ago, the business there was 
mainly marine. Now, largely due to 
the rapid growth of American business 
in London, the non-marine side of 
Lloyds exceeds marine in volume. 
Much of the American business is 
done in London on “open covers,” or 
“binding authorities.” These are pow- 
ers given to a broker in the U. S. 
enabling him to bind risks immediately 
on behalf of the underwriter. The 
details are then sent by the agent to 
London where the policies are sub- 
sequently issued. 


Weaknesses In The Method 


He said he would not dream of 
granting an agent the power to do 
American business for him under such 
covers. He thinks the market in Lon- 
don is beginning to learn some of the 
weaknesses of this method and he 
understands that underwriters are 
taking steps to reduce these delegated 
powers, and even to cancel them. 
Since he has been appointed to under- 
write the business for his companies, 
he should do so. This job has been 
entrusted to him, and under his direct 
supervision to his associates in Lon- 
don, and not to John Doe in Milwau- 
kee. If they had wanted John Doe to 
act on their behalf they could very 
well have had him do so. Since they 
did not, Mr. Cooke does not feel that 
he has the right to confer this author- 
ity. 

Another reason why the granting of 
binding authority is unwise is because 
many of the day-to-day risks that go 
to London in this manner are the 
ordinary bread and butter business of 
the American companies, and he re- 
gards this as endangering the relation- 
ship of the two markets. 

He called attention to two other 
developments in the London market. 
The first is insurance of very large 
American companies for fire and 
extended coverage on an excess of loss 
basis. Most American insurers and 
tariff companies in England are, for 
reasons of their own, utterly opposed 
to writing it. 


Illustrates The Necessity 


However, this kind of coverage is 
essential, he stated. An American 
motor car manufacturer, for example, 
has a plant, buildings, machinery, 
stock, and other physical assets valued 
at $3 billion or $4 billion, on which 
normal losses run to $500,000 a year. 
To cover this ordinary run-of-the-mill 





Ben D. Cooke 


loss of $500,000 a year, an insurer 
needs a premium in the neighborhood 
of $1 million. But why should a 
company that does an annual business 
of some $10 million pay a $500,000 
penalty in order to insure a $500,000 
primary risk? From insured’s point of 
view, it just doesn’t make good busi- 
ness sense. To ask him to pay a third 
$500,000 in order to cover his serious 
losses makes the coverage too expen- 
sive for him. 

The logical thing to provide for a 
company of this size is catastrophe 
insurance on an excess basis. If this 
is the logical thing to do Mr. Cooke 


believes that in time this will come to ° 


be the accepted procedure in cases of 
this kind. All insurance history attests 
to the fact that what is right from the 
point of view of insured eventually 
prevails. No opposition by any group 
or groups of insurers can stop progress 
in this field. Within the next 10 to 20 
years at the most, American and 
British companies will fall into line 
with it. 


All Risk On Commercial Buildings 


The second development he is 
watching closely is a form of all risks 
policy on ordinary commercial Build- 
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ings, their contents, machinery and 
stock. It is, of course, subject to a 
number of exclusions, but he thinks 
that this, too, is a natural development 
in the business, and that it, too, will 
become standard practice during the 
same period of time as the other. 


Warns Against Dangers 


Mr. Cooke warned company men 
operating in the unadmitted market 
against the dangers in it. The under- 
writer doesn’t really know his results 
for three or four years. Claims are 
slow in developing, and frequently the 
underwriter is quite unaware of cas- 
ualty losses he will be called upon to 
pay until even a longer period of time 
than that. 

Americans, as a people, are much 
more claims minded than those in 
England. Their losses have an un- 
fortunate manner of developing in a 
most alarming manner. Unless one has 
had therough training in this business 
which is so lined with pitfalls, he must 
surely come to grief. This is true 
despite the fact that much money has 
been made in the unadmitted market 
in London, and will continue to be 
made; but always it was made, is being 
made and will be made by experienced 
underwriters. 


Dangers In Non-Admitted Market 


Many companies, both tariff and 
non-tariff, seem to have had the idea 
since the end of the war that money 
must automatically be made in the 
unadmitted market. Nothing could be 
further from the truth. Many com- 
panies have entered this market, and 
there is a much wider non-admitted 
market in London today than ever 
before. On the other hand, it is also 
a fact that many companies that came 
in soon after the war have already 
retired from American business licking 
their wounds. 

The reason for this is quite obvi- 
ous. A company appoints as its Amer- 
ican underwriter in London a man 
who has had little or no experience 
with American business. It takes very 
little time for every broker in London 
to leern that he does not know his 
stuff. Brokers, in defense against one 
another, offer him business which he 
accepts on unrealistic terms and for 
uneconomic premiums. Because losses 
are late in developing, he has an 
apparent loss ratio of only 10% at the 
end of his first year. 

Actually, a knowledgeable under- 
writer would not have written most of 
this business at all. Yet, at the end of 


his second year, he finds he has 
developed a loss ratio of but 20%, 
which is still fine indeed, and he 


writes more of this business. At the 
end of his third year his loss ratio is 
somewhat higher, but still only 30%, 
so he decides to cut his already too low 
rates. Then the inevitable happens. 
The losses pour in, and within another 
couple of years his department is 
closed down and he is looking for a 
job. 


Formerly Bought Low Limits 


American casualty business which 
is placed in the London market is 
mainly public liability and workmen’s 
compensation. Up until perhaps 20 
years ago (it not being the custom in 
America to issue unlimited policies) 
a man was quite happy to have public 
liability limits of 5/10/2.5. The fact 
that insured limits were so low did 
not cause anybody particular concern, 
for they were regarded as reasonably 
adequate. Certainly anyone who took 
out a policy for 25/50/10 was regarded 
as quite pessimistic. 

A policy for 50/100 was quite rare. 
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What was frequently done was t 
take a policy for 5/10 in an American 
company, and place a policy in the 
London market for limits excess of 
these figures at 50% or 60% of the 
admitted company’s premium. Londop 
underwriters made good underwriting 
profits on this business. 

Today the situation is entirely dif. 
ferent, he said. While there has been 
a tremendous increase in public liabjj. 
ity losses in England, public liability 
losses in the U. S. have been stagger. 
ingly greater. There are two main 
reasons for this. 

First, American insurers are looked 
upon as fair game, with no _ holds 
barred and no closed season. Juries, 
if they suspect that an insurer is pay- 
ing the damages, bring in sky-high 
verdicts in favor of plaintiffs. 


Rise Of Big Verdicts 


Secondly, lawyers in America may 
legally take on claims on a “no cure. 
no pay” basis. Many American lawyer; 
specialize in this business and their 
fees are often 50% of the amount of 
damages they collect for their clients, 
Where 20 years ago a jury might have 
awarded $15,000 to $20,000 to a man 
who lost a leg, today they say, “Ah, 





poor fellow, let’s give him $100,000.” 
Then it occurs to someone on the jury | 
that the poor fellow’s lawyer will be} 
richer by 50% of the award, and so) 
they revise their estimate. “If we | 
want him to get $100,000,” they con-/ 
clude, “we must give a verdict of 
$200,000.” And they do. This kind of’ 
“inflation by jury” has reached the | 
point in the U. S. where verdicts to! 
one person often amount to $200,000 
or $300,000, and a few weeks ago a 
verdict of more than $850,000 was 
given to one man. 

Unless something is done about this 
by Americans, Mr. Cooke warned, in 
view of the million or more people 
injured in automobile accidents alone 
every year, it could conceivably cause 
a breakdown of the American economy. 
And yet, while it has made life more 
difficult for the excess underwriter in 
London, it has also had a beneficial 
effect. Because of verdicts for large 
amounts of money, the big industrial 
companies in America find them- 
selves in need of coverage for amounts 
of $10 million or $15 million and 
sometimes even $20 million. All this 
has to be paid for in premiums, a large 
part of which goes to the London} 
market because most American com- 
panies are not interested in excess 
limit business. This has resulted in a 
tremendous growth in the amount of 
American business that gets to London. 


Big Growth Of Insurance 





Not the least part of the enormous 
growth of business and industry in 
the U. S. in 80 years has been that of 
insurance, Mr. Cooke said. There are 
more than 2,000 insurers in the U. S. 
engaged in fire, marine and casualty 
business. Several have individual pre-} 
mium incomes which exceed _ 100 
million pounds. 

In Great Britain, apart from agree-' 
ments which a company or an under- 
writer may voluntarily enter into, 
complete freedom is exercised in rat- 
ing, in policy conditions, and in terms. 
This freedom is_ traditional simply 
because the business is based on the 
utmost good faith, and for this reason 
insured have, in the main, always had 
a fair deal from companies and from 
underwriters. 

The history of American industrial 
development is somewhat different. 
Though Americans are proud of the 
tremendous growth of their business 
and industry, they have an ingrained 











26, 1959 


was to 
American 
y in the 
2XCeSs of 
Zo Of the 
. London 
erwriting 


irely dif. 
has been 
lic liabjj. 
» liability 
| Stagger. 
wo main 


re looked 
no holds 
1. Juries, 
ris pay- 
sky-high 


rica may 
“no cure, 
n lawyers 
and their 
mount of 
ir clients, 
ight have 
tO a man 
say, “Ah, 
$100,000.” 
the jury 
- will be 
i, and s0 

“Tf we 
hey con- 


erdict of 


; kind of 
ched_ the 


rdicts to | 


$200,000 
Ks ago a 
,000 was 


‘bout this 
arned, in 
‘e people 
nts alone 
bly cause 
economy. 
life more 
‘writer in 
oeneficial 
for large 
industrial 
d them- 
- amounts 
lion and 
All this 
Ss, a large 

London 
“an com- 
n excess 
Ited in a 
mount of 
» London. 


enormous 
lustry in 
n that of 
‘here are 
the U. S. 
casualty 
Jual pre- 
eed 100 


m agree- 
n under- 
ter into, 
d in rat- 
in terms. 
| simply 
d on the 
is reason 
vays had 
und from 


ndustrial 
different. 
d of the 

business 
ngrained 








December 26, 1958 


distrust of big business. As a result, 
pig business is much more regulated 
in the U. S. than it is in England. 

In the insurance business this led 
to establishment of insurance depart- 
ments in each of the 48 states. The 
commissioner, who is a political ap- 
pointee and who is subject to replace- 
ment with each change in the political 
administration of the state, not only 
fixes the rates of premium at which 
pusiness may be written, but also 
policy conditions and wording, and 
the phrasing of every endorsement. 


Close Regulation In U. S. 


A team of examiners periodically 
reviews every policy, every endorse- 
ment, every premium calculation, 
reads every letter, checks over every 
investment transaction, and gives each 
insurance company a complete audit. 
Any company which has transgressed 
any of the rules or regulations of the 
department in the slightest way will 
certainly be disciplined, and probably 
fined. 

It is probable, therefore, he said, 
that the British system would no more 
work in America than would the 
American system in Britain. Another 
great difference between the two sys- 
tems is the manner in which earnings 
are handled. In Britain, it is tradition- 
al that underwriting profits and stock 
market gains of an insurer are 
ploughed back into the business. Divi- 
dends are paid from interest earnings 
on investments. 

In the U.S. the pattern is quite 
different. There, many American com- 
panies have been content to lose 
money on their underwriting provided 
they could obtain large amounts of 
premium with which to “play the 
stock market.” It is obvious, therefore, 
a considerable difference exists in 
standards between the two markets. 
It gives London an opportunity to 
apply true underwriting skills in a 
free and uncontrolled manner which 
no American insurer is able to do. 


Beginnings Of Inland Marine 


Mr. Cooke recalled the beginnings of 
inland marine in the U.S. The London 
market wanted to encourage the few 
companies in that market. The com- 
panies and underwriters decided that 
if this business was to be developed, 
it would be better to handle it by 
means of reinsurance of the American 
companies instead of trying to control 
it from thousands of miles away. 
Policy conditions, scales of rating and 
underwriting data were given to 
American companies in consideration 
for agreements that they would retain 
10% and reinsure 90% on a quota 
share basis. This proved to be an 
excellent arrangement, and many of 
the treaties remained in force for a 
number of years. Indeed, many USS. 
companies still reinsure this business 
with the London market. 

The next great development in the 
market was the extension of fire 
policies to include extended coverage. 
At the beginning, the rates to cover 
the additional perils were quite nom- 
inal. The enormous losses that flowed 
in, however, soon proved the rates 
unrealistic. The market found that 
this additional cover was fraught with 
far more hazardous perils than the 
average fire risk itself. 

Mr. Cooke believes there is money 
to be made in American business if 
these natural catastrophes are avoided. 
For example, he predicted that when 
the next San Francisco earthquake 
occurs, the losses which both the ad- 
mitted and unadmitted markets will 
sustain will be enormously greater 
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than those inflicted by the three 
hurricanes of 1954, rough as they 
were. Many underwriters are pulling 
the wool over their own eyes because 
San Francisco, over a long period of 
time, has had a history of one major 


earthquake approximately every 50 
years. 
What about the future? He sug- 


gested that the great development of 
40 years has been only a beginning to 
the expansion that lies ahead. There 
will be room in the business for all 
who have the necessary skills, because 





sums insured continue to rise and 
along with this goes the need for 
greater and greater cover. Even now 
the amount of business that goes to 
the London market for this reason is 
vast. He said he has a share in at 
least five reinsurance agreements, 
each of which has a premium income 
of more than $1 million a year, and he 
is only one of many underwriters in 
his particular field. 

Because of questionable practices 
in the insurance business in its early 
days in the U.S., he observed, there 
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is not usually that same mutual trust 
and respect between American com- 
panies that there is between British 
companies. As a consequence, many 
American companies are not interested 
in reinsuring with other American 
companies. But as business grows, and 
the American market grows with it, 
this attitude will undoubtedly change. 
It is for this reason he believes that 
the British market is making a big 
mistake by competing with the Amer- 
ican companies for their bread and 
butter business. 
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Comments On Difficulties Of Lloyds’ Syndicate 


(CONTINUED FROM PAGE 25) 


when the 1955 underwriting year was 
being wound up 12 months ago. It 
was found that up to the underwrit- 
ing year 1954 the distribution of prof- 
its had exceeded the profits earned 
and an unrecognized debit balance 
had been built up in the accounts. The 
extent of that balance can only be 
estimated, but it is not small though 
fortunately, the syndicate being a big 
one, the loss is shared by a large 
number of names. 


No Loss For Single Policyholder 


There is, of course, no possibility of 
a single policyholder suffering any 
loss. It goes without saying that all 
claims will be paid. But the incident 
has emphasized the danger in an un- 
derwriting account of underestimated 
outstanding losses. 

The Committee of Lloyds, it is un- 
derstood, has (as a result of the dis- 
closures) already made some drastic 
changes in the audit instruction; but 
it might be suggested to them again 


that someone with the same kind of 
authority as the comptroller and au- 
ditor-general might with advantage be 
brought into the machinery of the au- 
dit. It is difficult to believe that an 
accountant with power to make a sec- 
ond inspection of the Roylance books 
would have overlooked these mistakes 
in forecasting or allowed a large ad- 
verse balance to accrue. The matter is 
of the utmost importance; and no one, 
whether he be underwriting agent or 
auditor, need resent the assistance of 
another check on the accounts or ques- 
tion the extra security that it would 
provide. 


Henshaw Succeeds Perry at Seattle 

F. W. Perry is retiring as manager 
at Seattle for Union of Canton, effec- 
tive Dec. 31. H. L. Henshaw, formerly 
inland marine manager, has been 
named acting manager effective Jan. 1. 

Mr. Perry went with Yangtsze Insur- 
ance Association at Seattle in 1922, 
becoming manager there in 1933. 
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Union of Canton, parent company of 
the Yangtsze, took over the underwrit- 
ing functions of the Yangtsze in 1944 
and Mr. Perry remained as manager. 
He was secretary of Board of Marine 
Urderwriters of Seattle. Mr. Henshaw 
started in the insuraxice business with 
General of Seattle in 1947. He joined 
Union of Canton at Seattle in 1949. 


Allstate Names Little 
To Pittsburgh Sales Post 


Melvin T. Little has been promoted 
to sales manager at Pittsburgh for All- 
state. He was formerly agency director 
in the home office sales department. 

Mr. Little joined Allstate as an 
agent at Chicag in 1949 and became 
district sales manager at Indianapolis 
in 1952, moving in the same capacity 
to Cleveland later that year. In 
1953, he was named public relations 
manager at Cleveland and two years 
later was named to a like post of the 
Chicago regional office which posi- 
tion he held until he became agency 
director in 1957. 


St. Louis Agents, Brokers 
Elect Dietz President 


William Dietz has been elected 
president of Associated Insurance 
Agents & Brokers of St. Louis. Other 
officers are Edward C. Wagner Jr., 
vice-president; Ray R. Dolan Jr., 
treasurer, and Alphonse Rengel, secre- 
tary. 


Named General Adjuster 


Underwriters Adjusting has pro- 
moted J. V. Priestly to general ad- 
juster at Detroit. He has been with 
the company for 12 years. 


Sault Ste. Marie Agents Elect 

Kenneth Dann of the Chipley-Dann 
agency, has been elected president of 
Sault Ste. Marie Assn. of Insurance 
Agents, succeeding John P. Old Jr. 
Other new officers are Glen Smart, 
vice-president, Harold J. Gauley. sec- 
retary, and William Calder treasurer. 
Lumbermens Names Manager 

Joseph W. Myers has been appointed 
claims manager for the Canadian 
department of Lumbermens Mutual, 
succeeding Charles C. Stearns, who 
was recently named production man- 
ager. 

Mr. Myers joined the organization 
in 1949 as an adjuster-in Toronto. 
From 1952 until last February, he 
served as claims manager in the Ham- 
ilton branch. During the past year, he 
has been assistant claims manager in 
Toronto. 





Convention Dates 





Dec. 28-29, American Assn. of University 
Teachers of Insurance, annual, LaSalle Hotel, 
Chicago. 


1959 


Feb. 16-18, Health Insurance Assn., group in- 
surance forum, Biltmore Hotel, New York 


May 4-6, Health Insurance Assn., Bellevue- 
Stratford Hotel, Philadelphia 

May 6-8, National Assn. of Independent In- 
surance Adjusters, annual, Shamrock Hilton 
Hotel, Houston. 


May 11-14, National Assn. of Insurance Brok- 
ers, annual, New York 

May 18-20, American Assn. of Managing Gen- 
eral Agents, annual, Essex House, New York. 

June 8-12, NAIC, annuai, Statier Hotei, Boston 

June 14-17, International Assn. of A&H Under- 


writers annual, French Lick-Sheraton, 
French Lick, Ind 

Oct. 18-20, Missouri Assn. of Independent 
Afents, annual, Hotel Governor, Jefferson 
ity. 


November 16-18, Health Insurance Assn., indi- 
vidual insurance forum. Biltmore Hotel, New 
York 
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Liquidated Damage £2: : 
« -abl 

Problems Reviewed jecsine 
At a meeting of the insurance sec. we 


tion of the American Bar Assn. in Los t 
Angeles, Newton E. Anderson of the pmoun 
Los Angeles law firm of Anderson, ars 
McPharlin & Conners, discussed liqui. P@?#!Y; 
dated damages in construction con- ty 
tracts. Liquidated damages are #t¥@ 
amounts agreed upon in advance, at ConSea" 
the time of contracting, to avoid liti- Many 
gation as to damages actually sus. met tc 
tained later. In the construction field, well ha 
the liquidated damage clause is pri- conside! 
marily utilized to afford damages for 224 4S 
delay. any the 
The intention of the parties must of the b 
be ascertained from the entire agree. |Contrac 
ment, its scope, purpose and subject) The 
matter. This will aid in determining | ected 
whether the stipulated sum is en-| om of 
forceable as liquidated damages or is rhe on 
a penalty and therefore unenforce- |¢ u 
able. _ = 
He pointed out that the intent to be lon. ce 
considered is legal intent, which may resultec 
be entirely different from the actual then t 
intention in the minds of the CON-| most ¢ 
tracting parties. The fact that the | and he 
parties stipulate that they agreed | dated ¢ 
upon an amount as liquidated dam- In c 
ages, and not as a penalty, is not alterati 
controlling. The courts. will look! instanc 
through the terminology to the nature tractor 
and effect of the amount agreed upon. 


cess ti 

Time Of Agreement Rules is a 
undert: 

It is also necessary that the nature!) y¢ ¢} 


of the case be such that it would be (gejay ; 
impracticable or extremely difficult |the we 
to ascertain actual damages. Thelan ex: 
courts view this in light of the at-| delay, 
tending circumstances at the time the | 
agreement was entered into and not! 
at the time of the breach or the time | 
of trial. ' 

Another element in determining the | pty 
validity of any liquidated damage 
clause is the reasonableness of the 
stipulated sum. The parties must not 
only intend to estimate a just com- 
pensation at the time of contracting, 
but, at the time of their agreement, 
the liquidated compensation in the 
event of breach must be just and 
reasonable. However, where the dif- 
ficulty encountered by the contracting 
parties in estimating damages from 
breach is substantial, a greater range 
of estimates will be upheld in a 
liquidated damage clause. 

Some courts have held that the 
party asserting a claim to liquidated 
damages is not entitled to recovery 
unless he can prove actual damages. 
In many instances where no damages 
are involved, however, the courts con- 
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istrue a provision for liquidated dam- 
ige ages to be a penalty and thus unen- 

forceable. This sidesteps the issue of 
N @d deciding whether some damages must 
be sustained. 

Where the courts hold that the 
amount agreed in the contract con- 
stitutes liquidated damages, and not 
; ™ penalty, they may be recovered if the 


Se sec. 
in. Los 


of 


“lactual damages are suffered as a 
consequence of the breach. 

Many writers feel that an agree- 
Y suse ment to pay liquidated damages may 
1 field well have been a major part of the 
: -' consideration for the contract involved 
and as such should be enforced under 
any theory which preserves the value 


; must of the bargain. 


agree. Contractor Subject To Damages 


subject} the contractor is the party sub- 
mining jected to liquidated damages by rea- 
a son of delay in performing a contract. 
5 OF isithe contractee may also be penalized 
aforces for causing a delay in the contractor’s 
work. But if there has been a delay 
on the part of the contractee which 
resulted in damages to the contractor, 
then these damages would, under 
most circumstances, be ascertainable 


nce, at co 
id liti- 


t to be 
h may 
actual 
> con- 





at the and hence not recoverable as liqui- 
— dated damages. 
is r4 In case the work is prolonged by 


‘alterations or additions done at the 
00K instance of the contractee, the con- 
nature tractor is not responsible for the ex- 
UPON. ‘cess time so caused even though he 
is in agreement with the additional 
undertaking. 
' If the owner causes a substantial 
‘delay in the beginning or progress of 
the work, without any agreement for 
an extension of time to offset the 
delay, the time limit fixed in the con- 
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contract-is breached, even though -no~% 
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tract and any provision for liquidated 
damages based thereon, are entirely 
abrogated, leaving the contractor re- 
sponsible only for the completion of 
the work within a reasonable time. 
Where delays are occasioned by the 
mutual fault of the parties, courts re- 
gard it as difficult or impractical to 
determine the responsibility of each 
and hence.generally refuse to-appor- 
tion the delay. 

There are a few jurisdictions that 
do permit apportionment, holding that 
where the fault for a delay rests with 
both contractor and contractee, that 
this does not necessarily prevent the 
contractee from recovering liquidated 
damages, but only entitles the con- 
tractor to credit, against his period of 
default, of such number of days as is 
proved to be attributable to the con- 
tractee’s delay. 

The contractor is not liable if de- 
layed by the fault of the other party 
from beginning the work within a 
reasonable time. Where delay in the 
progress of the work results from 
acts or omissions of the contractee 
or other persons for which the con- 
tractor is not responsible, he will not 
be held liable for liquidated damages. 


Where Extras Are Involved 


Where, continued Mr. Anderson, a 
construction contract expressly per- 
mits the contractee to require extras, 
and most standard forms of contracts 
do, then it can be strenuously argued 
upon substantial authority that de- 
lays caused by the extras are to be 
taken as only postponing the comple- 
tion date. 

Occasionally, a contract expressly 
provides that delays should be ap- 
portioned, or allowed for at the de- 


signated rate. In this situation it is 
unquestioned that the delay attribut- 
able to the contractee will be deter- 
mined and the contractor will be held 
for liquidated damages at the daily 
or weekly rate for the length of his 
delay less that caused by the con- 
tractee. 

Some standard forms of construc- 
tion contracts require the contractor 
to give written notice of claim .of ‘de- 
lay or application for extension to the 
architect, engineer or, in the case of 
government contracts, to the contract- 
ing officer, permitting such represent- 
ative in a reasonable exercise of his 
discretion to allow such extension of 
time as the representative feels is 
warranted. 

A question which has produced ex- 
tensive litigation in recent years is 
whether a contractor is liable for de- 
lay under a liquidated damage clause 
where he abandons the work after 
the scheduled date of completion. 


Courts Split On This Point 


The courts are split on the point and 
the liability of the contractor will de- 
pend on the law of the jurisdiction 
by which the contract is to be in- 
terpreted. 

In one case the court ruled that a 
contractor was liable for stipulated 
damages for the period between the 
specified completion date and the date 
he abandoned the work. In addition, 
he was liable for a reasonable period 
after abandonment during which the 
person for whom the work was being 
done was entitled to determine how it 
should be completed and the con- 
tractor was also ruled liable for liqui- 
dated damages between the date work 
resumed and was completed. 
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Courts have held that the contrac- 
tor is not liable for liquidated damages 
in case of a failure to complete the 
work specified, where, subsequent to 
the completion date, the contractor 
abandoned the work. The cases fol- 
lowing this course apparently reason 
that to enforce the liquidated damage 
clause would lead to abuse by own- 
ers who, when completing the work, 


owould -tend _to delay betause of the 


additional damages accruing in their 
favor. 


Stuart G. Thompson Makes 
Number Of Changes In 2 Cities 

Several promotions and transfers of 
Portland and Seattle personnel of 
Stuart G. Thompson Co., general 
agents, have been made. Wiley A. 
Shumm, vice-president, goes from 
Portland, where he has been manager 
for 10 years, to Seattle to take charge 
of fire production. He has been with 
the agency for 23 years. 

Joseph S. Bonner has been promoted 
from assistant manager to manager 
at Portland, where he has served for 
more than 10 years. John J. Fee, 
formerly special agent for Rathbone, 
King & Seeley at Portland, has joined 
the Portland office as special agent. 

At Seattle, Darol V. Fielding has 
been advanced from liability and auto- 
mobile department manager to field 
supervisor. Ralph O. Boden succeeds 
Mr. Fielding. 

Maine Assn. of Insurance Agents 
has appointed Reuben K. Dyer execu- 
tive secretary to succeed the late 
George F. McFarland. Mr. Dyer was 
formerly state agent of Royal Ex- 
change and has also been with Al- 
pheus G. Dyer agency of Freeport. 
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Simpler Forms, 
Standard Contract, 
In Facultative 


A subcommittee of Inter-Regional 
Insurance Conference earlier this year 
developed a form of reinsurance 
binder, cession report and reinsurance 
endorsement for facultative reinsur- 
ance. The forms are designed to meet 
the needs of companies as to details 
and, if adopted by a substantial num- 
ber of members, will materially sim- 
plify the handling of facultative rein- 
surance with a reduction in expense. 


In addition, the subcommittee de- 
veloped a standard general reinsur- 
ance agreement to embrace _ such 


facultative cessions. The subcommittee, 
composed of N. H. Wentworth of 
America Fore, S. H. Gamble of 
U.S.F.&G., H. F. Gee of Loyalty group, 
and J. L. McFaul of Crum & Forster, 
sought to modernize methods used by 
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companies in effecting facultative re- 
insurance. 

The use of an attached 8 x 11 six 
part snap-out unnumbered carbon 
binder is recommended. This requires 
only one typing. No recopying is 
necessary. Transcription errors are 
eliminated. The recommended size is 
easy to file. Standardization of content 
will provide necessary information for 
all basic records. Unnumbered binders 
will eliminate confusion since other 
records for checking purposes now 
exist. The use of six part snap-out 
carbon binders will enable each of 
several assuming companies to retain 
a copy of the binder. 

The form of the cession report is 
patterned after the uniform fire policy 
and the information is in the same 
relative position, making it a simple 
operation for the ceding company’s 
policy writer to transcribe the infor- 
mation from the daily report. Also, 
each ceding company can utilize the 
space provided at the top of the form 
to designate individual companies of 
a group by a block system, thereby 
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eliminating the necessity of having 
more than one cession report for each 
group. Space is also provided for the 
ceding company’s code blocks. 

The space provided at the bottom 
of the form can be used by the 
assuming company for its statistical 
codes by the use of a rubber stamp 
or by attaching a printed form. The 
ceding company by identifying its 
group in the space adjacent to the 
cession number and designating the 
cession number eliminates the need 
for a separate series of numbers for 
each company. 


Reinsurance Endorsement 


The 5 x 8 reinsurance endorsement 
is recommended because the endorse- 
ment is easily attached to the cession 
report, space for all essential informa- 
tion is provided, and the endorsement 
uses the same format as the recom- 
mended cession report so that infor- 
mation can be easily transcribed when 
endorsements are required. The sub- 
committee also recommended that the 
ceding company designate the cession 
number. The cession report has been 
designed to provide suitable space for 
the name of the ceding company. Thus 
if more than one cession report had 
the same number it would be easily 
identifiable by the ceding company’s 
name. This procedure should eliminate 
the present practice of every company 
stocking blank cession reports of the 
other companies and groups which 
they reinsure on a facultative basis. 
The retained copy of the binder would 
be used for checking purposes by the 
assuming company, and the ceding 
company would have control over the 
cessions number issued to close out 
binders. 

As to the general reinsurance agree- 
ment, the committee commented that 
it is advisable to have one since the 
recommended binder refers to such a 
document and the recommended ces- 
sion report eliminates the necessity of 
furnishing the assuming company with 
a copy of the daily report. 
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Describes Value Of 
Intermediary In 
Reinsurance Dealings 


By ANDREW J. HELMICK 
Underwriting Marazer 
Stuyvesant of Allentown, Pa. 
309 West Jackson B!vd. Chicago 


Since opening the reinsurance de- 
partment of the Stuyvesant and an- 
nouncing that we 
would accept busi- 
ness only through 
intermediaries, we 
have been asked 
many times why 
we insisted on the 
intermediary. It 
has been my ex- 
perience to be on 





during my 40 some 
years in the 
dustry and my convictions are that the 
intermediary has a value to both sides 
of the transaction. 


Axdrew J. He'!mick 
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Prior to World War I practically all | 


reinsurance was with foreign reinsur- 
ers and arranged by intermediaries, 


The war set back both for many years | 


and while the intermediary came back 
first, his real value is not fully appre- 
ciated and a few companies still look 
the other way. 

The intermediary worthy of the 
designation offers an invaluable serv- 
ice to the insurer and supplements the 
reinsurer’s 
cannot be duplicated. Unfortunately, 
in every walk of life there are mas- 
queraders and in our industry this ap- 
plies to every branch. The merits of 
the worthy have made our industry 
great and the qualified intermediary 
has had an important part in that 
development. 


Must Be Highly Qualified 


staff in a manner which} 


The intermediary of merit must be! 


highly qualified in the classes of busi- 
ness he proposes to handle and in the 
last quarter century a small number 
of excellent offices have developed in 
the fire and casualty field. These men 
have many years of experience and all 
of the qualifications CPCU is striving 
for. Many members of the various 
staffs have passed the examinations 
and have the designation. 

The intermediary must be able to 
analyze the business handled by his 
client as to classes of business and 
class of risk. He must be able to ad- 
vise on the financial structure of the 
company and be familiar with the re- 
quirements of 49 states, the District 
of Columbia and various federal agen- 
cies. He must then know the markets 
and where to go for the treaty best 
suited to the client and must be able 
to determine if the treaty is properly 
drawn and is fair to both the company 
and the reinsurer. Exact fairness must 
at all times control his actions be- 
tween client and market, for to lose 
the confidence of either is ruinous. 

There is no easy way to be a suc- 
cessful intermediary. Certainly a well 
placed relative may be helpful, but 
with nothing more to offer relatives 
simply do not last long enough. For 
proof, just take the top ranking offices, 
there aren’t many, and analyze them. 
You will find them worthy of confi- 
dence. 

Further, we believe in the American 
agency system and in doing all things 
possible to promote the efficiency of 
the offices handling this business. 
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FteNATIONAL UNDERWRITER 


Analyses Insurer Results On Continent 


Sweden. Apparently underwriters are 
holding their heads above water by 
increasing rates of premium—over a 
period of six years premium volume 
has nearly trebled. 

Sweden has a fairly important 
ocean marine insurance market (their 
national business). Premium income 
in that section represents about 50% 
of total fire and allied lines business. 
The 1956 underwriting result was in 
the red 12%, compared with favor- 
able balances in the preceding five 
years. Prospects for 1958 are rosy. 

The bulk of outgoing Swedish 
treaty business would pass through 
Swedish reinsurers which would 
normally require reciprocity except 
for unorthodox or unbalanced treaties. 
European Brokers Play Small Role 

I have singled Sweden for 
I find here 
a position similar in many respects 
to the situation in other European 
countries where there is a restricted 
market for insurers domiciled abroad. 


out 





Strangely enough, it is in_ those 
countries that brokers play an ab- 
stract role. Excess lines—over gross 


commitment of the holding company 
—are dealt with by way of faculta- 
tive reinsurance rather than coin- 
surance. In fact, among European 
countries, it is only in Belgium, Hol- 
land and France that there is an 
important contingent of foreign in- 
surers competing through  direci 
underwriting for the national busi- 
ness. Consequently, only in_ these 
countries do brokers play an impor- 
tant role—not overlooking, of course, 
the importance of London Lloyds. 
But whatever the manner or meth- 
od of handling business, through 
brokers or general agents (France), 
or branch offices (Great Britain), I 
think that the underwriting approach 
is comparable in all European coun- 
tries. Individual company branch 
managers or general agents apparent- 
ly cannot be trusted to fix an 
appropriate commitment on any one 
risk on their own initiative. There- 
fore they must take guidance from 
schedules which state what is accept- 
able for any one risk, the amounts 
authorized being generally related to 


rates of premium—the higher the 
rate, the lower the commitment. 
Through stress of experience, some 


offices have compiled very elaborate 
instructions, thus hoping to avoid 
great numbers of inquiries at man- 
agement level. This underwriting 
method does not call for initiative. 

If ever it is admitted that rates 
do not always reflect the hazards 
involved, perhaps also it will be 
admitted that, in part at any rate, 
this underwriting formula is at the 
root of present unsatisfactory results, 
or, say, less satisfactory results, in 
the fire department. Is this method 
of selecting risks, called in some 
quarters “book underwriting,” finding 
its way into other classes of business? 

Whatever the merits of this formu- 
la, one cannot get away from the 
fact that ultimately there are exerted 
very few underwriting principles at 
the top level. The only directly 
ascertainable aim is to write, year 
after year, a larger volume of prem- 
iums, leaving in its wake enhanced 
technical reserves which in turn 
contribute to larger investment in- 
come. 

Business at any cost, if that policy 
is held in hand by sound technique, 
is the very thing that is required. 


(CONTINUED FROM PAGE 25) 
But when insurers decide to reduce 
rates on industrial and commercial 
fire risks by about 20%, as was the 
case in France a few years ago, the 
remark is not surprising that was 
made at this year’s reinsurance meet- 
ing at Monte Carlo, that French fire 
treaty business continues unsatisfac- 
tory. 

Perhaps as a result of the conces- 





sion made on fire insurance premium 
a few years ago, French authorities 
have allowed revised premium rates 
on third party motor car insurance 
since the beginning of this year. This 
revision of rates. will 


apparently 
produce a 30% increase in _ total 
automobile premium. The _ increase 


should put that section of the busi- 
ness on a profitable basis, at least 


NORTH AMERICAN 


- 
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for the time being. Reports from 
Western Germany show a compara- 
tive decrease in the number of road 
accidents (due note ocing taken of 
the increased number of vehicles on 
the road) since Sepvemoer, 1957. 
thanks to revised rules applying to 
road traffic. This is not -admitted in 
many circles. 

The French government-owned 
Caisse Centrale de Reassurances re- 


insures a fraction of the business 
underwritten in metropolitan France 
by all other insurers except the 


government-controlled stock compan- 
ies. Here are the figures applying to 
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the 1957 account (figures in brackets 
apply to 1956, according to the latest 
reinsurance review): 

On the fraction of their business 
applying to compulsory cessions the 
underwriting profit is 1% (1%) on 
claims of 43.7%, adjustment of re- 
serves 23.5% and commissions 32%. 
This section is protected by what I 


expect to be excess or _ stop-loss 
treaties.. French -insurers paid 5.4%. 
of their gross premium to ‘their 


reinsurers with a loss of .2% (in 1956 
the same account showed a profit of 
55% of the Caisse Centrale’s net 
profit). It should be noved that since 
the rate of commission applies to all 
classes of business, this should not 
represent the cost to ceding compan- 
ies. On their operations as normal 
reinsurer, which as far as volume is 
concerned represents about 51.3% of 
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the compulsory section (45%), there 
was an underwriting loss just over 
2% (1.7%)-on commissions of 28.2% 
and claims of 72%. About 23.4% of 
this business was retroceded (27%) 
with an underwriting loss to their 
retrocessionaires of .6% (1956 profit 
of 1.1%—the striking thing in this 
account is the heavy claims settle- 
ment and the very small, less than 
2%, cost of adjustment reserve. May 
it be--concluded therefrom that ‘the 
1956 account has been very profit- 
able? ). 


Covers Life Business Too 


It should be pointed out that Caisse 
Centrale covers life business also. 
The life business is not shown separ- 
ately. 

Below are figures applying to the 
1956 underwriting accounts of French 
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companies gleaned from official re- 
turns: 

On motor car business claims ran 
49%, against 50.8% in 1955; aviation 
claims, 35.2% against 75.9%; casualty 
claims, 48.1%, against 45.5%; fire 
claims, 35.7% against 32.7% and 
marine claims, 55.9%, against 56.4%. 

To give proper weight to these 
figures, I should like to quote two 
statements made in reports to meet- 


‘ings of shareholders of ‘British offices. 


One statement was: 

“There is one matter in regard to 
this account on which I must com- 
ment. In common with all insurance 
companies writing a miscellaneous 
account, the premiums are not en- 
tered into the company’s books until 
such time as the policies are actually 
issued. During the past few years a 
number of brokers seem to be delay- 
ing these closing instructions for 
longer and longer periods. I believe 


that ~the chairman of Lloyds has 
recently made comments on this 
situation, which has worsened con- 


siderably during the year 1957. All 
known losses are, of course, included 
in the company’s accounts whether 
the policies have been issued or not, 
but the seriousness of this situation 
is demonstrated by the fact that the 
company’s acceptance of miscellan- 
eous business in 1957 far exceeded 
those of 1956 despite :-the apparent 
fall in premium income.”. 

The other statement, made at the 
meeting of stockholders of a British 
professional reinsurer, was: 

“The reevaluation of the company’s 
liability in respect to claims out- 
standing from previous years has had 
serious effect upon the underwriting 
result of the past year and it may 
well happen that the figures of the 
current year also will be adversely 
affected.” 


Successful Underwriting Principles 


One should always bear in mind 
when assessing the true position that 
the method adopted by Lloyds’ under- 
writers allows for a correct picture 
to be drawn from the figures avail- 
able. On the other hand, it would be 
unwise, when it becomes apparent 
that certain classes or sections are 
handled at inadequate premiums, to 
wait a number of years before taking 
appropriate steps. Therefore, under- 
writers must operate on_ initiative 
guided by flair, experience and luck 
—these are apparently the three 
requisites for becoming a _ successful 
Lloyds’ underwriter, or simply “an 
underwriter.” 

Looking at Lloyds’ figures we find: 

a. That Lloyds’ premium income 
represents about one-third of the 
non-life premium of British stock 
companies. 

b. That the division of premium is 
45% aviation and marine, and 55% 
non-marine. 

ec. That the marine and aviation 
premium was 90% marine and 10% 
aviation in 1955. 


Profitable Eight Year Period 


The eight year period between 1948 
and 1955 (last completed year) was 
profitable. The average profit on 
marine was 11.2% and on non-marine 
7.4%. It is noteworthy that there is 
a profit on motor account, with 
improving results for the last two 
years. On other lines in 1956 and 
1957 the reverse is true. On an 
average, only 40% of the premiums 
earned in any one year are settled 
with the underwriters, the other 60% 
being accounted for in the second 
year. After all, what is unduly called 
unorthodox underwriting in many 
quarters can apparently leave in its 
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wake appreciable underwriting resu'ts, 

For British stock companies fire 
premiums increased between 1952 
and 1956 by 27.4%, casualty by 67%, 
and ocean marine by 10%. The over- 
all totals are 542.3 million pounds in 
1952 and 784.1 million pounds in 
1956. 

The split up of the total between 
the three sections was, in 1952, fire 
38.4%, casualty 49.2% and ocean 
marine t24%; and i 1956, fire 33.8%, 
casualty 56.7%, and ocean marine 
9.5%. 

It is known that Lloyds under- 
writes mainly unorthodox reinsurance 
treaties while the company market, 
mainly the leading offices, cater to 
surplus fire treaties. 

The total premium income of 
British companies and Lloyds is 
roughly one billion pounds. A rough 
calculation shows that approximately 
8% of that total is accounted for by 


reinsurance premiums originating in | 


the U.S. If figures were available 
showing separately incoming rein- 
surance premium, I am of the opinion 
that incoming reinsurance premium 
would account for approximately 20% 


— 


of the British insurance total. Would | 


this make London the leading rein- 
surance market? 


Effect Of Adverse U.S. Conditions 


Nevertheless, underwriters are not 
happy. Unsatisfactory results are 
officially traced back as far as fire 
business is concerned to adverse 
conditions in the U.S. Bad results in 
motor car business is blamed on 
competition (a leading British non- 
tariff company steadily shows favor- 


able results on a world wide motor | 


car insurance account). The unsatis- 
factory outcome on marine accounts 


is blamed on the struggle for busi- 


ness between reinsurers. 

It must be said that—notwithstand- 
ing the fact that in countries where 
brokers do not normally act as 
intermediaries, large volumes of 
premiums are ceded to reinsurers— 
those companies still show unsatis- 
factory underwriting balances in 
Finland, practically all 
have unsatisfactory results. 

In Switzerland companies operating 
on a world wide basis have balances 
in the red. 

Belgium, Holland.and Western Ger- 
many are the countries where under- 
writing is the most profitable present- 
ly, even though some leading Belgian 
companies show spectacular under- 
writing losses. 

In the annual report issued in 
October by Gesamtverband der Ver- 
sicherungswirtschaft of Germany, it 
is stated that business has improved, 
thanks, in part at any rate, to im- 
proved insurance conditions. 


West German Results Favorable 


From an underwriting point of view, 
the West German insurance industry 
has few worries. Fire and allied risks 
have an improved run-off compared 
with 1956 on an increase in premium 
income of 10.8%. Motor car business 
looks better owing to preventive 
measures and cooperation between 
German insurers and public bodies, on 
an increase in premium income of 
11.2%. 

Ocean marine is not better off than 
before though premiums have _ in- 
creased about 15%. Competition is 
blamed for poor ocean marine results, 
competition not only between compan- 
ies operating in the country, but also 
those operating from abroad. Freedom 
granted to German nationals to insure 
their interest wherever they like lies 
at the root of adverse conditions. If I 
am well informed, the marine under- 


companies | 
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writers believe a reduction in the 
costs as related to the claims settle- 
ments is the way to improved results. 

Aviation insurance is fairly new in 
Germany. Operating on a pool basis, 
companies reinsure with other similar 
pools their excess lines and _ this 


against reciprocity. c 


Reinsurers in Western Germany are 
not unhappy. Fire results, while deteri- 
orating, are not bad, though more than 
likely expenses have not been taken 
into account in this conclusion. How- 
ever, motor car business shows little 
or no improvement; nor does marine. 

But reinsurers can fall back on 
income on investments, since, in some 
instances, their premium income and 
consequently the amounts held in 
reserve represent many, many times 
their stock capital. The earnings on 
those reserves are quite ample to wipe 
out all their expenses with a small 
technical loss added to it. 

After all, the underwriting policy 
of professional reinsurers consists of 
accepting everything that comes along, 
without regard to clashing interests on 
the same risks included in other treat- 
ies. Exclusions take care of that risk 
together with stop or excess loss 
treaties. 

To corroborate this, of 14 European 
reinsurers 13 show adverse under- 
writing results, though in all cases 
large fractions of the incoming prem- 
ium have been retroceded. 


Comments On Nuclear Power 


On the subject of exclusions, it is 
worthwhile recording that a profes- 
sional reinsurer made the following 
remarks on nuclear coverage in an 
address delivered at the congress of 
the Comite Europeen d’Assurances 
held in Brussels last October: 

“Confronted with that situation 
(catastrophe risks) and considering 
the request for coverages to an extent 
unknown so far, and confronted with 
the very real danger of enormous 
cumulating risks, insurers have been 
obliged to forsake the classical method 
of coverage through the normal chan- 
nel of international reinsurance, for 
the coverage of material damage to 
installations and the third party lia- 
bility for those same reactors. In 


| forming pools, which in fact assume 











to guarantee those risks, they have 
mobilized the full capacity of the 
respective national markets and have 
at the same time avoided clashing 
commitments.” 


Says Pools Not Needed 


But A. B. Stewart, Lloyds’ under- 
writer and prominent member of 
International Union of Marine Insur- 
ance, explained recently at a meeting 
of London Insurance Institute that 
pools are not needed since Lloyds can 
very well assume a very large slice, 
if not all, of the cover required. He 
sponsors the idea of embodying the 
guarantee of the risk involved in the 


' terms of marine insurance policies. 





When commenting on the under- 


writing capacity of the London market 


relating to high valued vessels, capac- 
ity which Mr. Stewart assesses at more 
than 30 million pounds, he ought to 
have added that when this applies to 
excluded risks the picture would be 
quite different since underwriters 
could commit themselves only for a 
net line and in such cases the net line 
that the London market could carry 
would possibly be reduced by more 
than three quarters. Therefore before 
anything else it should be agreed to 
cover nuclear risks as a matter of 
course under reinsurance treaties. 
Other committees are busy at pres- 
ent and from their deliberations insur- 
ance conditions for the near future 






will: be shaped. In principle, all na- 
tional insurance companies of the six 
countries forming the European com- 
mon market will be allowed to operate 
in the other five countries and regula- 
tions governing these operations are 
now being drafted. However, difficul- 


ties: toom:’ ‘ahead: taly« is- a--rather ~ f 


closed market; France is less so. 
Germany is theoretically free but the 
buildup of the market makes the 
introduction of foreign companies 
rather hazardous except in marine. 

The membership of the working 
committees lies mainly at the admin- 
istrative level. Members are not un- 
derwriters and are not in contact with 
everyday requirements of the business. 
This might be termed unskilled inter- 
ference which tends to emphasize 
investment profits in the present day 
build-up of insurance and reinsurance 
business. How long can those circum- 
stances last? 


Things Always Look Bad 


The general manager of a British 
office, on the eve of his retirement, 
had this to say (he used more pictur- 
esque language): 

“When I was a lad my grandfather 
said, ‘This country is doomed.’ I have 
been saying this to my children, to 
my grandchildren, and it looks very 
much as if this will be kept up for 
many generations.” 

But, anyhow, in the formation of 
those pools, at the special request of 
or for the benefit of professional re- 
insurance, lies a danger. All the 
nuclear risks pools could among them- 
selves more than cover in full all the 
guarantees required; and if managed 
by persons of initiative, there is no 
reason why they should not meet at 
the coming convention of Internation- 
al Union of Marine Insurance in 
London next year. 

Another congress worth noting is 
the one to be held in Madrid early 
next June by Bureau International 
de Producteurs d’Assurances et de 
Reassurances. This body plans to 
organize insurance brokers and to 
obtain an international status for 
insurance and reinsurance intermedi- 
aries. 


Cargo Rates. Raised 
On Cuban Shipments 


American Cargo War Risk Reinsur- 
ance Exchange has substantially in- 
creased rates for protection against 
war and strikes, riots and civil com- 
motion on cargo movements to, from 
and between ports and places in Cuba. 
The exchange pointed out that war 
risks are not covered on shore and the 
standard strike, riot and civil commo- 
tion clauses exclude civil war, revolu- 
tion, rebellion or insurrection or civil 
strife arising therefrom. The higher 
rate schedule is in recognition of the 
possibilities inherent in the present 
disturbed conditions in Cuba with the 
increased likelihood of riots and civil 
commotions which may not be directly 
attributed to the present revolution- 
ary activities. 

Rates are unchanged on imports to 
this country from Cuban ports where 
the risk attaches waterborne only and 
also on exports to ports in the western 
end of Cuba where there is no interior 
transit risk. On other shipments, how- 
ever, all rates have been increased 
with the highest rate quoted being 1% 
for shipments to or from interior places 
in the Oriente province. 


Security-Conn. increased the semi- 
annual cash dividend on common 
stock from 30 cents to 35 cents per 
share, payable Feb. 2 to stock of 
record Jan. 16. 
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Of Interest to Excess-Surplus 
and Re-insurance Brokers 


El alalelelaleniaroam ails 
formation of... 


Oulh America 


«+ - as exclusive managers in North America 
of the Sud y Sul America group, to be 
known in North America as the ‘South 
America Group” with executive offices at 
37 Wall Street, New York 5, N. Y. 


Established for the exclusive use of accredited 
agents, brokers and insurance companies through- 
out the United States and Canada as an excep- 
tional outlet for the placement of preferred excess 
and surplus, and non-admitted re-insurance. 
SOUTH AMERICA MANAGERS, INC. offers producers 
the advantage of one source, with international 
facilities, and in particular exclusive management 
for the largest actual group of insurance companies 
in South America. 


37 WALL STREET. NEW YORK 5. N.Y. 
DIGBY 4-1074 TWX: NY 1-885 
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Reinsurers Have Fair Results; Lloyds Hard Hit By U. S. Business 


premium the first year, which is not 
enough; etc. It has been only quite 
recently that Lloyds started doing any 
reserving for incurred but unreported 
claims. 

Also, it is asserted, Lloyds has been 
writing too much premium and liabili- 
ty in relation to capital. In this re- 
spect, there is a long term attrition 
that operates peculiarly on the Lloyds 
facility. This is the extremely high 
British death tax on personal fortunes. 

The capital at Lloyds consists of 
these personal fortunes, since indi- 
viduals commit them as underwriting 
members of syndicates. With severe 
taxes, aggregate “capital” at Lloyds 
would have a tendency to shrink; 
though it is pointed out that names 
continue to go on the roster, in re- 
ceht years some of them from outside 
England. 

But capitalization is not increased 
if underwriters lose money on the 
business they write. 

Why Lloyds brokers are in diffi- 
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culties with American business is no 
mystery to American underwriters, 
especially to the reinsurers, which 
have been watching Lloyds’ opera- 
tions—and competing with, or losing 
business because of, them—closely for 
years. They have been astonished at 
the broad coverages and low prices. 
They have been especially critical of 
Lloyds’ methods of reserving for un- 
earned premiums_and for claims and 
losses. ‘ 

One of the significant features of 
Lloyds’ underwriting is its low ex- 
pense. This is true in general and, of 
eourse, of American business. The 
brokerage commission is low. Beyond 
that, Lloyds is not required by regu- 
lation to maintain detailed figures 
and do a lot of processing and re- 
porting of them. Being able to under- 
write a risk with a nod saves a lot 
of money. 

The assumption has been, however, 
that the lead underwriter was able 
to underwrite, and perhaps in many 
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instances and on many risks he has 
had enough information to do so. But 
it is apparent that this underwriting 
of business at a great distance and 
perhaps not always with enough in- 
formation has proved just as unsuc- 
cessful for Lloyds as for American in- 
surers. For it is apparent that Lloyds 
is no more able to underwrite busi- 
ness in America without fresh, close, 
continuous information than U. S. 
insurers (though the latter are much 
closer to the risks and therefore have 
less excuse for failing to underwrite 
the business as closely as they should 
—to their chagrin). 


Under-Reporting Of Receipts 


Also, it is said that in some cases 
Lloyds has not collected all the prem- 
ium it was entitled to. A good deal of 
Lloyds’ business has been written at 
a rate based on gross receipts, truck 
lines, for instance. The coverage fre- 
quently has been of the inclusive, if 
not all risk, kind, casualty, PHD and 
cargo. Yet the gross receipts figure, 
according to observers, often was 
something the broker pulled out of his 
hat. Even though a photostat of gross 
receipts as reported to _ Interstate 
Commerce Commission would be sim- 
ple to get and furnish, it has not been 
required. 

In one instance, a claim against 
Lloyds involved an amusement park, 
on which the rate was related to 
gross receipts. The accident, a serious 
one, was on a roller coaster. Though 
the broker had reported gross receipts 
at $100,000 for several years, during 
the investigation of the circumstances 
surrounding the claim, it was dis- 
covered that the gross receipts of the 
coaster alone, only a part of the op- 
eration, ran $175,000 a year. 


Adjuster Swipes $5,000 


The newspapers recently carried 
the story of an adjuster sentenced to 
two years in prison for bilking Lloyds 
out of $5,000. The adjuster settled a 
claim involving the death of a specta- 
tor at a speedway. However, he re- 
ported a $20,000 settlement, when it 
actually was made for $15,000. He 
received from Lloyds drafts for $15,- 
000 and $5,000 and deposited the $5,- 
000 to his own account. The Lloyds’ 
broker grew suspicious when he dis- 
covered that the name of the attorney 
for the administrator of the dead 
man’s estate was misspelled. The ad- 
juster had forged the name. 

On the underwriting side Lloyds 
underwriters have proved to be as 
careless, at times, in evaluating situ- 
ations for underwriting purposes as 
their American brethren. To _ illus- 
trate, a Lloyds’ broker placed a cov- 
erage which was designed to protect 
an insurance producer in a large 
metropolis against a large loss, which 
might lead to withdrawal from the 
agency by some of his companies 
(American) at a time when the mark- 
et was tight. The coverage was writ- 
ten for $500,000 over $100,000. The 
producer promptly started writing 
more business, which his primary in- 
surers accepted because of the exist- 
ence of the stop loss cover. His 
premium volume went up and up, 
which should have been warning 
enough to London, or its American 
representative. The inevitable denoue- 
ment occurred—three very large loss- 
es in a row. ~ 

This might be considered an illus- 
tration of the abuse of binding au- 
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thority which Lloyds has conferred 
rather freely in the U. S., and which 
presently has been or is being with- 
drawn or restricted in a rather whole- 
sale way. 


Quickly Caught By Claim 


One reinsurer reports that it had 
an automobile account on which it 
had been losing money. It increased 
the rates to an extent it considered 
moderate, and Lloyds underbid it for 
the business. Within less than a 
month from the time the business 
went on Lloyds’ books a claim arose 
which equalled two years of reinsur- 
ance premium at the London rate. 

British insurers have had an ex- 
perience on American business some- 
what similar to that of Lloyds, and 
there have been a few withdrawals 
from the American field and some 
tightening up by British companies 
as a consequence. British, Swiss, Ital- 
ian and French insurers took a 
beating on Venezuelan surety busi- 
ness. Cuban losses have been heavy 
for foreign insurers. Auto business has 
been fairly bad all around the world, 
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and ocean marine continues to show 
losses for many reinsurers and in- 
surers. 

One development in 1958 has been 
some effort by Lloyd’s syndicates to 
buy their own reinsurance in the 
American market. In some instances, 
of course, the reinsurance would be 
on American business placed in Lond- 
on. How much of this business has 
been placed in the U.S. is not known. 
Previously the syndicates have pur- 
chased their covers in part in the 
London company market and in part 
in Continental insurers. 

Among the benefits expected to ac- 
crue to American reinsurers from the 
revision that is going on in Lloyds’ 
position in the U. S. is that Lloyds 
will not write such high limits at 
such low rates for insurers, particu- 
larly smaller ones. The high limits 
have tended to make these insurers 
jess careful in their underwriting, 
and to write high limits where they 
were not warranted. 

Lloyds is expected to continue to 
be a big factor in the American mark- 
et, to continue strongly in the marine 
field, and to remain the big market 
for aviation reinsurance. 

In fact, even reinsurers concede 
that the British market, which is 
about half Lloyds, is essential in the 
operation of the insurance business 
worldwide, including the U. S. 





AMERICAN RESULTS 


The miscellaneous lines, such as 
personal accident (non-group), credit, 
surety, boiler and machinery, burg- 
lary and hail have produced good re- 
sults for most of the reinsurers this 
year, particularly surety and hail. 

The big premium lines, however, 
have not been especially good, the 
auto liab‘lity loss ratio is creeping up, 
group A&S continues to deteriorate, 
boiler and machinery liability is not 
favorable, and fidelity, at least for 
financial institutions and mercantiles, 
is only so-so or worse. 

Reinsurers continue to be pessimis- 
tic about workmen’s compensation. 
‘The account may show in the black 
this year for major U. S. reinsurers. 
Yet in recent months two head in- 
jury cases, which arose in accidents 
2,000 miles apart, required the addi- 
tion of $500,000 apiece in reserves. 
Both are young men, both had been 
in comas for two years. With around 
the clock attention and miracle drugs 
both are expected to live a normal 
span of life. Similar cases are on the 
books of other reinsurers, reserved 
at more than $500,000. 

This is the effect of the unlimited 
medical, which, by law or ruling, is 
in effect in most of the states. This 
is what causes the reinsurers to re- 
gard WC as a line almost unwritable 
and certainly unratable. 


‘Major Medical Is Limited 








One reinsurer points out that no 
insurer in its right mind today will 
write an unlimited major medical 
coverage. As a matter of fact, $10,- 
000 with a $1,000 deductible is said to 
be the top limit that insurers care to 
take on major medical. Beyond $10,- 
100 the insurer gets into the area of 
anti-selection, and there is no way 
to rate the coverage successfully. 

The unlimited medical WC rein- 
surers assume means the liability is 
nlimited. But this would not be an 
insurmountable computation problem 
if the time involved were not so pro- 
longed as to make the cost non-com- 
butable—the cost of hospitals, doc- 
ors, drugs, nurses, etc., 25 to 40 years 
from now. 








HeNATIONAL UNDERWRITER 


In both the liability and compensa- 
tion field U. S. reinsurers are contin- 
uously checking the claim files of in- 
surer clients for claims which are 
likely to reach the reinsurer but 
which have not yet been reported to 
it. Several standards of measurement 
are used by the reinsurer claim in- 
vestigating crews. 


Keeps Reinsurers Up-To-Date 


The reinsurers started this prac- 
tice several years ago. It has enabled 
them to know their liabilities consid- 
erably sooner than was the case in 
former years. Their claim reserves are 
much more current, and consequently 
they have been able to reduce the 
span between origin of claims with 
the insurer and the time they hit the 
reinsurer. This also has enabled them 
to keep their rates, which are arrived 
at by judgment and their own results, 
closer to the periods in which the in- 
surer accumulated the claims on 
which the reinsurer must pay. 

This back lash of claims, particu- 
larly in liability and WC, has been one 
of the things that has belted Lloyds. 
On some claims the reinsurer may be 
paying out 1958 dollars though the 
insurer paid in 1953 dollars for the 
protection, or dollars of earlier years. 
In a time when inflation has been 
so intense, when the automobile popu- 
lation was increasing at such a pace, 
when jury awards have been rising, 
when the possibility of loss has been 
growing generally as businesses and 
industries expanded and hazards have 
become more hazardous, a gap of five 
to 10 years between accident and 
claim settlement could throw premium 
and payment fantastically out of re- 
lation. 


Auto Liability Gets Worse 


Auto liability loss ratios are creep- 
ing up for reinsurers. This has been 
going on for some time and toward 
the end of 1958 showed a disposition 
to accelerate. Reinsurers have be- 
lieved that this would occur, though it 
has not occurred quite as rapidly as 
they expected. 

Reinsurers strongly believe that 
there should be an increase in the ex- 
cess limits tables (indications are that 
there will be in at least some states in 
1959). Otherwise reinsurers will have 
to go back to insurers and charge 
more than they are presently get- 
ting, and charge more than the insur- 
ers are getting by way of the excess 
tables. 

Some interest has developed among 
insurers to get the excess tables up so 
that they will have more money to 
buy reinsurance. They have a stake 
in realistic figures in this area, or they 
will have to share to an even greater 
extent the premium on retained limits. 

Analysis of some business indicates 
that the rates are not heavy enough 
at certain lower limits. Just what 
these figures are would depend on the 
company and the character of its busi- 
ness. In one case an insurer may re- 
tain, say, 10/20 limits. If it were to 
increase the retention to 25/50, it 
would lose money (the reinsurer 
would make more). But presently 
‘ooth are making money. 


Indirect Regulation 


Reinsurance is not regulated, but in- 
directly reinsurers feel the effects of 
regulation on the fortunes of compa- 
nies that are their clients, whose 
rates and practices are regulated. 
Since automobile insurers are not get- 
ting enough premium in some areas 
the pressure is on the reinsurer as 
well as the insurer. 

In auto liability the reinsurers be- 


gan some years ago to get retentions 
up; they charged more premiums. In 
effect, they put the insurer on a self- 
rating basis. This has kept the rein- 
surers, if not very far in the black, 
not very far in the red. In connection 
with this self-rating basis on auto (the 
rise and fall of the cost in relation to 
the reinsurer’s results) one reinsurer 
made this observation: 


Can Do Two Things 


The reinsurer can do two things for 
the insurer—help absorb the shock ef- 
fect of the catastrophe loss, and level 
out the loss ratio on the smaller stuff 
with quota share. But the relation- 
ship has to be long term, and the re- 
insurer has to be able to live with 
the business. 

There is a pronounced trend, in par- 
ticular among smaller companies 
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whose competitive life is at stake, to 
go to the economy auto plan. In addi- 
tion to the price features, for the 
small company the six months pre- 
mium payment reduces the pressure 
of umearned premium reserve re- 
quirements. One insurer uses a quar- 
terly plan, which enables it to write 
a lot of business in relation to its pol- 
icyholders’ surplus. 


Fire Only So-So 


Though the fire results for reinsur- 
ers vary to some extent, no one is 
shouting hosannahs. Apparently the 
fire account will be in the red for 
most reinsurers. There have been a 
lot of fires this year, and pro rata 
business has suffered. The competi- 
tion for fire business continues to be 
keener than it is for the casualty 
lines, and several reinsurers observe 
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that too much commission is being 
paid for the business. For the primary 
insurers, of course, the latter months 
of 1958 showed a pronounced change 
for the better. For them, as a whole, 
1958 will be a less unprofitable year 
than 1957. 

--The lesses-tend:-to; be, the--worst,.in 
the dwelling classes, on commercial 
block, and in general in the area of 
the smaller risk. 

The pressure continues throughout 
the insurance business to eliminate 
expense, and this has had its influ- 
ence on fire reinsurance. Apparently 
there has been an increase in the 
number of excess of loss covers, as 
compared with pro rata _ business. 
Some of the former objections to ex- 
cess, such as its tendency to reduce 
or eliminate underwriting by the in- 
surer, are said to have been offset 
to some extent. Excess is regarded by 
some today as technically a sound 
method as well as being administrat- 
ively a less expensive one. 


Excess-Pro Rata Combination 


The combination excess-pro rata fire 
coverage that was introduced a couple 
of years ago still is not seasoned but 
is winning more and more converts. 
Its appeal also is the saving of ex- 
pense. 

Critics of the combination plan and 
of straight excess of loss say that put- 
ting it on an automatic basis removes 
the flexibility of pro rata reinsurance. 
Under pro rata, the primary insurer’s 
underwriter can use his judgment 
and retain larger portions of risks 
which he knows, or finds out after 
checking the business out, to be su- 
perior. Because under the combina- 
tion plan the retention is fixed, there 
is no real stimulus for the underwrit- 
er to judge individual risks. 


There are of course other ways of 
reducing the expenses of handling 
reinsurance. One way is to use the 
so called percentage procedure in con- 
nection with pro rata. If the reten- 
tion on a risk is, say 50%, only one 
factor_is noted, the card is punched 


-to that effect. and: the electronic: nta=.. 


chine does the computing. This oc- 
curs also on a loss. 

In fire a slight trend away from 
reciprocity is noted. This tends to oc- 
cur in times when losses are heavy, 
when insurers find they can’t get bet- 
ter experience on risks they take than 
on risks they cede, and perhaps not 
as good. In addition, the reciprocal 
interchange is a more expensive pro- 
cedure. 


Larger Retentions By Insurers 


The trend toward larger retentions 
by insurers is more pronounced, even 
on hazardous business. Insurers rec- 
ognize that they gain nothing by re- 
insuring high loss ratio, total loss risks 
such as small restaurants, woodwork- 
ers, etc. For in spite of the fact that 
the commission on such business may 
be low, say 15%, the loss ratio is high, 
say 65%. Formerly the insurer’s un- 
derwriter, taking such business, prob- 
ably for agency reasons, has kept $2,- 
000 to $4,000 and added two to four 
lines to his treaty to accommodate the 
rest. But if the treaty produces 37.5 
to 40% commission, the business can’t 
stay in the treaty long. The reinsurer 
will insist on a profit. On top of this 
the insurer goes to a lot of expense 
to process business in this way. 

In spite of a good year on catastro- 
phe covers, little if any liberalization 
in writing or rating them is expected, 
or in lowering retentions. If the fire 
account is at all profitable for the re- 
insurer for 1958, it will be fortuitous 
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lable,age (amd perhaps the actual dollar) 
1 bycost. 
<dule, In the contract field there are no 
t lowfewer failures, in number, there are 
aboveno fewer contractors getting into dif- 
uretyficulties to the extent that the surety 
| has to step in. It is simply that for 
losg1958, or up to Dec. 20, no “catastrophe” 
pera-collapses had occurred, such as the 
‘s, inMcDonald failure. 
rever, But underwriters are not bemused 
ranceby their good luck in 1958. The “big 
evenloss” periodically occurs in the con- 
it $ltract field and is expected to occur 
lat aagain. Reinsurers would like to put 
argerit off as long as possible, but they 
ar of knovy it will come. 
evenEffects Of Multiple Line 
ed in One thing reinsurers wish is that 
lank-companies hadn’t gone multiple line. 
; notFew if any have succeeded at it in 
uver,recent years. Fire companies under- 
d foriaking casualty hit a bad period and 
are floundering around. Not all casu- 
alty companies that got into fire are 
cutting it. These things produce prob- 
ed atlems for the reinsurer as well as the 
large primary company. As one reinsurance 
firm executive commented, “We can make 
money with a specialty company that 
itractknows what it is doing.” Though 
vhich public liability is not good, one pri- 
uretymary company makes it pay. How? 
ggest By writing in one contiguous territory, 
llion. by Knowing its risks, by saving ex- 
2rved pense because of the small area, etc. 
| not One auto insurer makes money be- 
cause it understands its underwriting 
mary situations, keeps expenses low, etc. 
some In fact, the experience of the re- 
xecu- gional company, operating nationally 
eten- or regionally, and the experience of 
ffect the regional multiple line company 
riting indicate that money can still be made 
mong in the business, even when times are 
. bet- the toughest. 

In this connection, some of the 
young local companies that go after 
business on a civic pride, local sup- 

how- port basis are doing all right. When 
lency larger companies out-of-state cut back 
> be or pull out, the local and regional 
2ason company can move in and make hay 
deal —and, here and there, are doing it. 
the —_ 
when List Ways Insurer Can 
. ex- Streamline Accounting 
that (CONTINUED FROM PAGE 26) 
joing concerned with automobile policies 
rein- and general liability policies. The ma- 
pen- jority of treaties on these lines are 
t all written on a manual excess basis— 
ative that is. the premium charged to in- 
elays sured for limits in excess of retention 
d by represents the reinsurance premium. 
ioyed These premiums are developed by use 
ience of excess limits tables, and the tables 
e of Vary according te line and class of 
i the business. 
The first step in preparing for pro- 
time cessing of excess of loss reinsurance 
pri- is preparing the necessary limits ta- 
r re- ble. Two limits code tables are neces- 
100,- sary—one for double limit bodily in- 
yense jury liability, and the other for single 
oute, limits such as property damage, com- 
aller prehensive personal liability, and 
cent- storekeepers liability. Next is the 
preparation of factor tables for each 
——1 of the particular excess limits tables 
= will be used. For example, if auto 
ily injury liability for 25/50 takes 
5 a charge of 136% of basic limits (ac- 
S cording to excess limits table and if 
sere e reinsurance is in excess of 10/20 
a retention (excess limits charge 120% 

f basic) the reinsurance premium is 

the difference between the two charges 

ro- |} or 16% of basic limits. Since the 
licy or daily reports do not show 
asic premiums” it is necessary to 
mvert the 16% to a factor that can 
be applied to the total premium. The 
conversion is as follows: Policy lim- 
, 136%; company retention, 120%; 
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Reinsurance As 
Device To Reduce 
Agency Expenses 


With the great emphasis in recent 
times on expense saving, and with 
remuneration to agents being reduced 
on some lines, agents have become 
considerably more conscious of the 
time it takes to place a line wherever 
the insurer is not big enough, or 
interested enough in the type of risk, 
to assume the entire coverage. 

This means substantially more work 
and expense for the agency. What 
some of the agents are insisting on—or 
arranging company representation to 
get—is the writing of an entire risk 
in one policy. Then if the amount is 
greater than the insurer wants to 
assume, for underwriting or capacity 
reasons, it can reinsure. Since much 
of this reinsurance today is by border- 
eaux, the additional expense to the 
company is slight. It is certainly much 
less than writing several policies. 
Combines Policies Into One Contract 

An agent reports the experience of 
transferring 30 to 40 policies on one 
farm property to one contract for 
three years payable in advance. The 
farm business, which formerly was 
especially subject to the highly un- 
economic waste of fracturing into 
dozens of policies, has improved in this 
respect under the preferred risk pro- 
gram. While the example cited here is 
admittedly an extreme one, the writ- 
ing of several policies by the agent in 
order to cover one risk is still far too 
characteristic of the business. This is 
a waste that the business no longer 
can afford to indulge in, on the agency 
or company side. 

For 30 to 40 policies represents two 
solid days of work for one girl, doing 
nothing but typing and checking the 
policies. Each policy has to be recorded. 
If there is a change all 35 policies 
(or whatever the number is) have to 
be altered. In this case a loss has to be 
handled by 35 loss departments. 

If only three policies on one risk 
are involved, it is three times too 
many, agents are coming to recognize. 
This fracturing of the premium, multi- 
plication of expense, and subtracting 
time and talent from productive pur- 
suits today appears to be absolutely 
indefensible. More and more, it is 
expected, agents will make arrange- 
ments with insurers that will cooper- 
ate in eliminating the waste. 





resulting difference 16% (16% divid- 
ed by 136% equals 11.8% factor). 

It is necessary to code on the daily 
report the policy limits code and the 
code assigned to the various excess 
limits factor tables. In preparing the 
reinsurance accounts and statistics, the 
gross cards are sorted by limits and 
factor tables. Each group is collated 
with factor cards and _ processed 
through the punch calculator for pro- 
duction of reinsurance cards. As in 
the case of first surplus reinsurance 
this basic idea can be greatly refined 
and some of the sorting, collating, 
and calculating steps can be eliminat- 
ed if modern electronics equipment is 
available. The variations that can be 
injected into this basic procedure are 
dependent upon the individual cir- 
cumstances. 

Reinsurance is definitely includ- 
ed in the cost of doing business, and 
should have the same attention as all 
the other operating procedures in an 
office. Streamline the costly and anti- 
quated methods still being used to 
furnish reinsurers with accounts and 
statistics, and the results in saving of 
time and money will be obvious. 
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Deferred M-] Report Remains A Hot Issue 


(CONTINUED FROM PAGE 1) 


eration of the report, but he declared 
he was disturbed by the full impli- 
cations of the action of the subcom- 
mittee in deferring the entire problem 
until June of 1959. The bureaus pro- 
pose within 60 days to implement 
their filing plan. He asked where this 


would leave the independent com- 
panies. 
“This (the bureau program) is a 


change from the hand-in-hand sys- 
tem to one of the following bureaus 
into a hat-in-hand system,” Mr. Lem- 
mon said. The plan of the bureaus 
makes the development of multiple 
line packages impracticable for many 
small and even large companies. 
An independent homeowners filing 
will be impossible under this plan un- 
less the company making the filing is 
already independent for the dwelling, 
theft, CPL, and other coverages in- 
volved. 


Would Impose Uniformity 


Mr. Lemmon charged that the bur- 
eau plan would impose uniformity on 
the entire industry by majority rule 
of the bureaus. In addition, it would 
prevent partial subscriberships to 
bureaus; interfere with multiple line 
deviations; could allow bureaus to de- 
prive companies of their legal rights 
by the “mere formality of adopting 
rules;’” would be a costly and com- 
plicated process, and would encour- 
age federal regulation of insurance. 

This is a momentous problem, Mr. 
Lemmon averred. It has had wide at- 
tention. He isked if it were the in- 
tention of the commissioners that the 
entire matter be deferred until next 


June, “ or will the bureaus have whip- 
in-hand and the independents have 
hat-in-hand?” 

Wikler of New York said he wanted 
it “very clearly understood” that in 
New York multiple line policies are 
regarded as a separate class of insur- 
ance and they may be filed independ- 
ently with partial subscribership in 
bureaus. He recommended that the 
other states read the New York opinion 
in the North America-NYFIRO case 
“with a view to interpreting the law 
the way New York has.” 

Navarre of Michigan asked for a 
definition of the phrases “hand-in- 
hand” and “hat-in-hand.” 

If a company is completely inde- 
pendent, Mr. Lemmon explained, it is 
all right under the bureau plan, but 
most insurers belong to at least one 
local bureau as a practical matter. If 
an insurer subscribes to one local 
bureau (usually fire) and wants to 
make a multiple line filing, the local 
fire bureau makes the filing for fire, 
but the company must then, under 
the bureau proposal, either subscribe 
to the casualty and inland marine 
bureaus or make independent filings 
in these areas and substantiate the 
filings for those portions—theft, CPL, 
etc. 

The problems this creates for a 
medium-size company were described 
by Thomas C. Morrill of State Farm 
group, speaking for State Farm Fire 
& Casualty. State Farm F.&C., he 
said, has been operating on the stand- 
ard pattern, deviating about 15% for 
fire where permitted, but belonging 
to most of the bureaus. Mr. Wikler 
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SPECIAL 
AGENTS 


Large multiple line stock company is ex- 
panding operations and has excellent op- 
portunities for Field Men. 


CASUALTY FIELD MEN 


Dallas, New Orleans, Richmond, Portland, 
Me. & Parkersburg, W. Va. 


FIRE OR MULTIPLE 
LINE FIELD MEN 
Hartford, Pittsburgh and Birmingham, Ala. 


Send complete résumé including experience, 
education and salary desired to: Dept. FM; 
P.O. Box 178, Wall St. Station, New York 5, N.Y. 


All replies confidential. 








FIRE PRODUCTION MANAGER 


Large multiple line stock company has 
opening in its midwest office in Chicago 
for a Fire and Marine production manager. 
This is a newly created position offering 
excellent opportunities. Salary open—age 
to 50. Please give full details of past expe- 
rience in reply to box D-80, National 
Underwriter, 175 W. Jackson Blvd., Chi- 
cago 4, Ill. 





COMPTROLLER 


For fire-casualty-life and mortgage, loan 
operation. Must be experienced, exception- 
ally well qualified and either a CPA or 
CPCU. Open salary, bonus and stock op- 
tion. Enclose photograph with résumé. Re- 
plies absolutely confidential. The man who 
fills this job has got to really have IT! 

David W. Thomas, President 

Delta Insurance Companies 

P.0. Box 2871 
Baton Rouge 1, Louisiana 








FIRE UNDERWRITER 


Excellent growth opportunity with divisional 
office of a national casualty company expand- 
ing into commercial fire field. Opening is for 
experienced man, age to 40, with a sound Fire 
Underwriting background and ability to acti- 
vate entire program including initiating depart- 
mental training in Fire field. Excellent salary, 
pleasant living conditions and climate, com- 
plete employee benefits program, including — 
Profit Sharing. Relocate Charlotte, N. C. Relo- 
cation expenses. 

Write in complete confidence to Box D-69, c/o 
The National Underwriter Co, 175 W. Jackson 
Bivd., Chicago 4, Ill. 








WANTED: 
FIRE INSURANCE CO. GENERAL 
AGENCY CONTRACT 

Automobile Insurance Co. with 180 agents in 
Michigan is interested in securing a general ag>ncy 
(running mate) contract to represent a deviating 
fire Ins. Co. in Michigan Territory. Only quality 
business considered. 
Address inquiry to Box 1527, River House, 8300 E. 
Jefferson, Detroit 14, Michigan. 








AVAILABLE 


Fifteen years contacting buyers on executive level. 
Background of Power Plant insurance, Underwrit- 
ing, Sales and Service including 5 years as Field 
Representative for major firm of insurance con- 
sultants. Age 42, family. Free to travel and will 
relocate if required. Reply to Box D-79, c/o The 
Naticn@i Underwriter Co., 175 W. Jackson Blvd., 
Chicago 4, Ill. 
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put his finger on the point at issue, 
Mr. Morrill said, when he called the 
key matter that of recognizing pack- 
age policies as separate policies to be 
treated by themselves. The M-1 report 
recognizes this, too, but that report 
has been put on the shelf. The bur- 
eau idea is to perpetuate the lines of 
insurance as they now stand, and 
in fact they intend to put this 
into effect almost immediately and de- 
fer the independent side of the ques- 
tion. 

Mr. Morrill said he hopes the ad- 
vice of Mr. Wikler will be followed. 
but actually each commissioner will 
be faced with whether the bureau or 
the independent approach is legal. 


Elects To Subscribe To Bureaus 


State Farm F.&C., Mr. Morrill said, 
has elected to subscribe to the fire 
rating bureaus. It belonged to MPIRO 
on a non-deviating basis, and is cur- 
rently selling homeowners at MPIRO 
rates. The company has 7,500 agent: 
“and a lot of homeowners in force,” 
and it wants to continue to sell home- 
owners. 

But suppose a state adopts the 
bureau approach, Mr. Morrill said. The 
bureau would withdraw the present 
homeowners in order to file the new 
policy under the new system. State 
Farm F.&C. has a 15% deviation for 
dwelling fire business. What policy 
does State Farm F.&C. use and at 
what rate? Mr. Morrill asked. The 
company would have to go hat-in- 
hand to the bureau and ask it to 
file, and the bureau could say that 
State Farm F.&C. would have to file 
15% off on the fire portion of the 
indivisible homeowners premium 
when the over-all rate is already 20% 
off, or the bureau could tell the com- 
pany it couldn’t have a deviation and 
throw the matter into litigation. 

State Farm F.&C. wants to have 
the homeowners available to its 
agents during the next six months 
while the M-1 report is in abeyance, 
Mr. Morrill said, but the company has 
no knowledge of what the ground 
rules will be. The independents, he 
declared, are “boxed in” by the sub- 
committee action. 


Should Include Whole Issue 


He suggested that if NAIC intends 
to “lay over” the independent ap- 
proach, it should lay over the whole 
issue until it can be settled. 

Before any of the others directly 
concerned could get the floor, Mr. 
Leggett recognized John Barry, pres- 
ident of Corroon & Reyno'ds. [n 
dramatic tones, Mr. Barry asked Mr. 
Wikler if the New York department 
believes multiple line to be a new 
kind of insurance. When Mr. Wikler 
answered affirmatively, Mr. Barry de- 
clared with emphasis: 

“Do you know that you can’t create 
a new kind of insurance without an act 
of the legislature. You haven’t the 
right to ask other commissioners to 
take New York’s opinion.” 

Mr. Barry went on to say that “what 
will we do if another state takes the 
New York opinion, we’ll take them to 
court in that state, just like we have 
in New York, and we’ll go to court 
state by state in all the 48 states if we 
have to.” 

These statements rocked the audi- 
ence, but Mr. Barry wasn’t through. 
He said the problem of working out 
these questions-in each of the states 
“is becoming unbearable.” Under fed- 
eral regulation, the business could get 
one decision. Mr. Barry said he is not 
afraid of the spectre of federal regula- 
tion. 


4 
Mr. Wikler broke this up with the! 
suggestion that Mr. Barry file an ami- | 





cus curiae brief in the North America- | 
NYFIRO case, and “you write it.” 
This got a good laugh, and paved the | 
way for Ray Berry of the Nationa] 
Board to represent the bureau side of } 
the case under less tension. | 
There is a switch in the situation, | 
Mr. Berry observed. The bureaus) 
heretofore charged with restraining) 
trade, are now in the position of de) 
fending themselves from being re- | 
strained from trying a new method of! 
filing. This will be a state by state; 
decision, he said. ' 

Why should the bureaus be fore- 
closed from attempting to unravel the’ 
problem, he asked. The proposed plan ’ 
is an attempt to aid the departments, } 
Mr. Berry called on several of the! 
bureau people to explain how the plan 
will work. 


' 
\ 
Calls For One To File | 


Elmer Twaits of National Bureau of 
Casualty Underwriters pointed out 
that the proposal calls for, upon adop- 
tion of a multiple line rating program ! 
by two or more rating organizations, } 
that one of them be designated to file 
the entire program on behalf of the 
participants; and later on it is provid- 
ed that the filing organization may, | 
“upon authorization of a company} 
not affiliated with another participat-! 
ing rating organization for one or more 
portions of the filing, make the filing’ 
on behalf of such company.” No rights: 
are lost in this system, Mr. Twaits de- 
clared. No company loses anything so 
far as deviations are concerned, and) 
there is still the right of minority ap-| 
peal. | 

Harry Perlet of Inter-Bureau said it) 
is possible to detect a “faint odor of f 
red herring” in the argument. Ap-/ 
parently the independents haven't) 
read the bureau filing procedure, and) 
don’t know what it does, he said. It} 
doesn’t affect independent companies} 
one iota—if they don’t want to use it? 
they don’t have to. He said he can’t) 
understand the attack on the filing 
procedure, which is merely an expla- 
nation of the plan the bureaus have! 
decided to adopt. The law says the 
bureaus can file cooperatively. 

It is proposed by the independents 
that the bureaus don’t use the new 
plan for six months, Mr. Perlet said, 
but if that is done “we won’t have 
these new homeowners policies we've 


been talking so much about.” 





j 


Says Planning Preceded Report { 


Planning by the bureau on its new | 


filing system began before the M-1) 
subcommittee report was ever heard 
of, Mr. Perlet added. It is coincidental 
that the two things culminated at the 
same time. 

The sole reason for independent op- 
position, Mr. Perlet charged, is an 
awareness that “had the bureau plan 
been adopted a year ago, the M-1 sub- 
committee would never have had any- 
thing to latch on to,” and if the bur- 
eau plan is tried now, “it will be 
seen there never was an issue.” 

Mr. Navarre wondered if it would be 
possible to solve the problem by 
changing the language in the filing 
procedure outline to say that upon 
adoption of an inter-line rating pro- 
gram by two or more rating organ- 
izations, “or an independent filer,” 
one such organization, etc. 

Bradford Smith of North America, 
next recognized by Mr. Leggett, did 
not have in mind going into Mr. Na- 
varre’s idea. He said he feels in the 
whole procedure a place must be left 
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\ pendence 
} could be adopted, Mr. Perlet responded. 


for filings by independent companies, 
“whether wholly or partly indepen- 
dent.” The New York department has 
taken a courageous stand on this is- 
sue, he added. 

The partial subscribership matter is 
already decided in favor of the inde- 
pendents in two states, Mr. Smith 
said. Any class of business thus may 
be subject to an independent filing. 

The threat by Mr. Barry to bring 
the issue into court in every state is 
the kind of obstructionism North 
America has faced for 10 to 12 years, 
Mr. Smith said. It is a kind of ob- 
structionism that is not good for the 
business. The bureaus, he declared, 
are making a last ditch stand to pre- 
vent the distinction of multiple line 
as a separate class of insurance. 

The bureaus are engaged in a 
“reckless plan” to put in a program 
which will impose uniformity, Mr. 
Smith added. It is wrong to consider 
such a proposal. He said he hopes the 
comissioners will give the matter 
considerable thought and will recog- 
nize that the bureau plan will pre- 
vent reasonable competition. 

C. H. Graves of Mutual Insurance 
Rating Bureau explained that his or- 
ganization voted against the M-1 re- 
port because it has impact on a cas- 
ualty rating bureau. The M-1 report 
says casualty coverages combined with 
fire or inland marine will be filed 
under the fire rating law, which 
causes complications for the casualty 
companies because the fire rating 
laws are less restrictive than the cas- 
ualty. He described the bureau plan 


, as a simplification of the hand-in- 


hand system. 
Say. Plan Is Not New 


Milton Mays of America Fore re- 
peated Mr. Perlet’s statement that the 


’ bureau plan would have come into be- 
, ing had there never been an M-1 


report. The plan is not new, he said. 
It has been tried and it works. It has 
been field tested in Arkansas for a 


) year. 


Mr. Navarre at this point asked what 
was wrong with his suggestion. 

If it is to allow a company inde- 
in one or two areas, it 


Independents should be allowed to co- 
operate in this manner; but if it is to 
allow partial subscribership, it will 
not work. All Mr. Navarre’s sugges- 
tion would do, he said, is add four 
words, and the situation is already 
covered in item 9 of the filing pro- 


/ cedure. 


Mr. Morrill commented that the Na- 


} varre idea would allow independents 
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on the casualty lines to cooperate with 
bureaus on package filings, but how 
will deviations be meshed. The bur- 
eaus, he said, refer to the fire and 
casualty portions of the premium but 
never tell how they are determined in 
the whole premium. 

The bureau answers to the prob- 
lem are these, Mr. Morrill said: 

By Mr. Barry—Sue in every state. 

By Mr. Perlet—Just adopt the bur- 
eau plan. 

Mr. Morrill charged that the bur- 
eaus are not for competition and inde- 
pendence of action, but are for “pri- 
vate government and rules by the 
bureaus.” 

Mrs. Jean Riggs of Wyoming read a 


paper stressing that one of the basic 
questions at issue is “who interprets 
the law.” The rating laws of most 
states, she said, provide for partial 
subscribership to a bureau. The op- 
position to the M-1 report “contends 
that it is the bureaus who will in- 
terpret these rating laws as they ap- 
ply to partial subscribership.” 

The M-1 report, “simply gives rec- 
ognition to an already existing fact,” 
that homeowners and commercial 
multiple line policies are separate 
kinds of insurance, she said. It is the 
only way of handling multiple line fil- 
ings that will produce credible fig- 
ures. “If these multiple line policies 
are forever to be related back to the 
lines from which they come, then the 
several departments would have no al- 
ternative but to require the industry 
to justify the rate charged, and also 
the discounts and credits allowed.” 


Recommends ‘Look At Consequences’ 


“..If the bureaus insist that 
every company wishing to file inde- 
pendently for multiple lines must 
withdraw from the various bureaus 
for the related lines, I would recom- 
mend that they take another look at 
the consequences,” she stated, adding 
that the rating laws were passed to 
provide for effective regulation and 
to permit rating in concert, not to re- 
quire such rating in concert, “nor 
were they passed to provide for regu- 
lation by any person or organization 
other than the various insurance de- 
partments.” 

Binning of Nebraska remarked that 


many commissioners will have to de- | 


cide the issue in the next 30 to 90 
days. He congratulated Mr. Vorys and 
his subcommittee for a “fine piece of 
work,” but said he regrets the com- 
missioners will have to go ahead 
without NAIC guidance. 

“The Nebraska department will not 
be swayed in its decision by the grat- 
tuitous insults some of the commission- 
ers received here today,” he added, re- 
ferring to the statements of John 
Barry. 

Hugh Harbison of Travelers said 
the bureaus are acting in the public 
interest. Independents acting solely 
as independents are not affected. The 
whole issue is partial subscribership, 
and that is a question which can’t 
be decided in terms of emotion. 

The litigation in New York between 
North America and NYFIRO is over 
the independent filing of a commer- 
cial property cover, Perry Epes of 
North America explained. The M-1 re- 


port is consistent with the New York | 


department decision and with prac- 
tice in many states. The bureau re- 
port submitted to the M-1 subcommit- 
tee is incompatible with the New 
York department decision and with 
practice in most states. It is now pro- 
posed that no action be taken by 
NAIC until the New York courts pass 
on the case, while at the same time 
the bureaus proceed to take action 
and set aside current practice. Mr. 
Epes recommended that either the 
M-1 report be adopted or the bureaus 
be required to wait as they want oth- 
ers to wait. 

John Barry got back into the fray 
to “clarify” his earlier statements. He 
said it may be necessary to go to court 
in order to clarify the laws, not to sue 
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anybody. There are a number of pro- 
blems which have to be solved, he said, 
and the law will have to be made clear. 
He suggested that every rate filing 
carry a memo from the insurance de- 
partment that it meets the require- 
ments of the law. 


Looks For ‘Clarification’ 


“I’m up here to protect people who 
have invested their money in my com- 
pany and to protect my rights,” Mr. 
Barry asserted. “I’m in here looking 
for clarification.” 

He said he didn’t mean to insult the 
commissioners, going on to comment 
that it is trying to have to deal with 
departments with the commissioners 
changing so rapidly. 

Mr. Wikler remarked that New York 
does not take the position that all wis- 
dom resides with it. The department 
is glad to have the help and advice 
of the courts. 

If anything was accomplished at the 
session, Vestal Lemmon stated, it was 
to demonstrate that the “forces for 
conformity” want to put everyone in 


43 


a strait-jacket. Mr. Lemmon said he 
has no quarrel with bureaus or their 
members, but he does quarrel with 
the idea that bureaus “can thow their 
net over non-members.” The bureaus, 
he declared, want to emasculate the 
independents in the next six months. 
There is talk about the minority ap- 
peal section, “but with hat-in-hand” 
the small companies will have to ap- 
peal to a multiplicity of bureaus. If 
the bureaus and Mr. Barry want to go 
to court in every state, NAII will cer- 
tainly try to accommodate them, he 
stated. He concluded by remarking 
that Mr. Perlet wants conformity by 
his own admission. 

Ray Berry wound up the arguments, 
saying he would attempt to get the 
matter back into focus by pointing out 
that all the talk is not about recon- 
sidering the M-1 report but concerns 
the exhibit attached to the bureau re- 
port. This is a matter not even befpre 
the committee at all. 

He denied the things “Mr. Lemmon 
has attributed to the bureaus and 
their members.” 



































EVERYBODY CAN 
BUT YOU CAN PROTECT 


MAKE ERRORS— 








YOUR CLIENTS AGAINST LOSS 


You as an insurance agent have an obligation to your clients to 





suggest the protection of a professional liability (errors and 


omissions) policy. Mistakes can happen, but you can protect 


your client against loss for his acts and for the acts of others for 


whom he is legally liable. 


Each policy is carefully tailored to fit the needs of the particular 


profession. Each sale establishes a valuable connection for you. 


For complete information write — 





ST. PAUL HOME OFFICE 
111 W. Fifth Street 
St. Paul 2, Minnesota 


NEW ENGLAND DEPARTMENT 
10 Post Office Square 
Boston 2, Massachusetts 


EASTERN DEPARTMENT 
90 John Street 
New York 38, N. Y. 


PACIFIC DEPARTMENT 
Mills Building 
San Francisco 6, California 








The Agency System . . 


. An American Tradition 
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FREINSURANCE, TOO, through its basic service to the insurance 
industry, contributes to the stability of man’s business and property, 


GENERAL REINSURANCE 
CORPORATION 


Largest American multiple line market dealing exclusively in Reinsurance 


ALL FIRE, CASUALTY, ACCIDENT AND SICKNESS, BONDING AND MARINE LINES 





Home Office: GENERAL REINSURANCE BLDG. 


Midwestern Dept.: 314-317 FAIRFAX BUILDING, KANSAS CITY 5, MISSOURI 
400 PARK AVENUE, NEW YORK 22, N. Y. | Pacific Dept.:610 SO. HARVARD BOULEVARD, LOS ANGELES 5, CALIFORNIA 











